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What is the 


The Bell System is wires and cables and 
laboratories and manufacturing plants and 
local operating companies and millions of 
telephones in every part of the country. 


The Bell System is people . . . hundreds 
of thousands of employees and more than 
a million and a half men and women who 
have invested their savings in the business. 


It is more than that. The Bell System 
is an idea. 





It is an idea that starts with the policy 
of providing the best possible telephone 
service at the lowest possible price. 


But desire is not enough. Bright dreams 
and high hopes need to be brought to earth 
and made to work. 


You could have all the equipment and still 
not have the service you know today. 


You could have all the separate parts of 
the Bell System and not have the benefits 
of all those parts fitted together in a nation- 
wide whole 


Bell System ? 


The thing that makes it work so well in 
your behalf is the way the Bell System is set 
up to do the job. 


No matter whether it is some simple mat- 
ter of everyday operation —or the great skills 
necessary to invent the Transistor or develop 
underseas telephone cables to distant coun- 
tries—the Bell System has the experience 
and organization to get it done. 

And an attitude and spirit of service that 


our customers have come to know as a most 
important part of the Bell System idea. 


Bell Telephone System 
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“The time has come,” the 

February 1958 president said, “to talk of many 
things. We have ships and 

banks; I see no future in shoes 
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PROBLEM-SOLVING 
METHODS FOR 
MANAGEMENT 


—that really work! 


A fertile source of management 
ideas and methods is to be 
found in what others in differ- 
ent lines of business are doing. 
In these Dartnell reports a wide 
range of management experi- 
ence and know-how is pre- 
sented in a manner that allows 
for easy adaptation to your 
company's needs. Any item will 
be sent on a 10-day approval 
basis. 


“HOW TO PLAN, PRODUCE, 
OR REVISE AN EFFECTIVE 
OFFICE MANUAL” 


Shows the best size, style for 
office manuals; what subjects to 
leave in and some to leave out; 
how much it will cost; and much 
more. Over 100 pages in 81 x 
11 binder with exhibits. $8.75, 
plus postage. 


“HOW OFFICE GRIEVANCES 
ARE HANDLED IN (85 
COMPANIES” 


Shows how others have success- 
fully solved the most common 
grievances of white-collar work- 
ers; includes 18 good case his- 
tories plus helpful exhibits. In 
durable 8% x11 binder. $8.75, 
plus postage. 


“COMPENSATION OF 
SALESMEN” 


This latest survey (1956) covers 
550 companies and is fully doc- 
umented with facts and figures 
by line of business. Approxi- 
mately 150 pages, plus exhibits, 
bound in loose-leaf leatherette 
binder 8x11 inches. $12.50, 
plus postage. 


“235 TESTED CREDIT AND 
COLLECTION LETTERS” 


Here are more than 200 actual 
letters reproduced on company 
letterheads, successful letters 
you can adapt and use right 
away. 82x11 binder com- 
pletely indexed. $12.50, plus 
postage. 
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Consultants as Presidents 


T is not unusual to have a busi- 

nessman dismiss the suggestion 
that he call in a management con- 
sultant with some crack to the ef- 
fect that if consultants were really 
so smart, they would be pulling 
down six-figure salaries from big 
corporations and not running 
around looking for new accounts. 

I thought of this when I read 
that Westinghouse Electric Cor- 
poration had selected Mark W. 
Cresap, Jr., to fill its top adminis- 
trative spot as president. A young 
man of 47, Mark Cresap had been 
a management consultant in New 
York. He attracted the attention of 
Gwilym Price, then Westinghouse’s 
president, now chairman of the 
board. Cresap’s firm was employed 
by Price for special assignments. 
Subsequently, Cresap was brought 
into the Westinghouse organiza- 
tion as a vice-president, then pro- 
moted to executive vice-president; 
and on January 1, he took over as 
chief administrative officer. 

When the appointment was an- 
nounced of what some thought of 
as an “outsider” to the top job at 
Westinghouse, there was consider- 
able eyebrow lifting. What had 
happened to Westinghouse’s pro- 
motion-from-within policy? Noth- 
ing had happened to it. West- 
inghouse needed new leadership. 
Certain activities needed new 
direction. So, to get an outside 
point of view, the board of direc- 
tors picked a young man with a 
wide background and a flair for 
human relations. They picked a 
man who had made his mark as a 
management consultant. 

John L. Burns, who became 
president of Radio Corporation of 
America last March, is another 
“alumnus” of management consult- 
ing. Both are former partners of 
Booz, Allen & Hamilton. 

Mark Cresap grew up in Glen- 
coe, Ill., not far from our home. 
His father, a former newspaper re- 
porter, was president of Hart 
Schaffner & Marx—I have dis- 
cussed management problems with 
him, especially those relating to 
labor relations. He seems to have 


been able to pass his wisdom on 
to his son. So keep your eye on 
Westinghouse. Its earnings should 
be close to $5 a share this year, 
which is twice its 1956 earnings 
when it had a costly strike. 


Accent on Selling 


A wag has said: ‘There is noth- 
ing the matter with 1958 that good 
old-fashioned selling won’t cure.” 
I'll buy the need but not the solu- 
tion. If by “old-fashioned” selling 
our friend has in mind “high-pres- 
sure” selling, then we can get 
along nicely without it. But we 
surely do need more new-fashioned 
selling—the kind that puts service 
ahead of making a fast buck. 

While AMERICAN BUSINESS is es- 
sentially concerned with the ad- 
ministrative phases of manage- 
ment, the all-important thing this 
year, as we see it, is to ease the 
squeeze on profits. So we are plan- 
ning to have one or two articles in 
each issue pointing up practical 
methods for increasing sales as 
well as our usual reports on how 
others are cutting administrative 
costs. Charley Johnson’s sympo- 
sium, “Twenty Ways to Increase 
Sales,” in the January issue, kicked 
off the series. 

Right now, the gimmick that is 
pulling people into stores is bar- 
gains. Bargain basements are 
jammed. There seems to be a gen- 
eral “trading down” trend on the 
part of consumers. They are more 
cagey about buying than they have 
been in a long time. It takes more 
selling to get an order. But the 
pendulum swings both ways. The 
bargain-hunting trend will soon 
have run its course and the em- 
phasis on quality and value will 
return. But it will take salesman- 
ship to do it. 


Why Men Work 


“One of the saddest calamities 
in life,’ writes J. A. C. Brown in 
his new book Social Psychology of 
Industry, “is the case of a man 
who works hard all his life and 
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dies one or two years after retiring 
from sheer misery and lack of 
things to occupy his mind.” There 
is much truth in that observation, 
as anyone who has lived among 
retired executives can testify. 
What we sometimes forget in 
setting up pension programs is 
that most people like to work, even 
though they might not admit it, 
and even though they may not 
need the money. They work be- 
cause of the social rewards asso- 
ciated with work. They are hap- 
pier working than loafing. Work 
gives one a sense of being useful, 
a way to win the respect and the 
appreciation of people, a way to be 
more influential in the community 
or industry of which one is a part. 


Ethics in Action 


One of the satisfactions of pub- 
lishing this magazine is the evi- 
dence that reaches us of AB’s use- 
fulness to its readers. Sometimes 
the span between cause and its re- 
ported effect represents quite a 
period of time. Take this letter, 
which reached me recently from 
Lloyd H. A. Wilson, Oakwood Col- 
lege, Huntsville, Ala.: 

“T want to thank you for the in- 
spiration I have received from 
AMERICAN BUSINESS. I was par- 
ticularly impressed by ‘A Program 
for Business’ that was published 
as an editorial in your February 
1953 issue. I have called this the 
‘Ten Commandments of Business.’ 
I think that the program deserves 
being published again.” 

Here are excerpts: 


. & price policy that enables more people 
te. buy what we make so that there will be 
more jobs at good wages for all. 

. A progressive employment policy assuring 
maximum job satisfaction, a fair day's pay 
for a fair day's work, and a little jam for 
the bread at journey's end. 

. A sales program to level out the peaks 
and valleys of production so that our 
people can be sure of around-the-calen- 
dar employment. 

. Continuing modernization of facilities and 
equipment to safeguard the competitive 
position of the business and protect stock- 
holders’ equity. 

. A Christian attitude toward conditions that 
affect the health and well-being of our as- 
soci a lighti g, v stlnst mH 9, etc. 

. Systematic research to find better ways of 
doing things, improved materials, new 
markets, new uses for old products, etc. 

. An executive development program to 
prepare young men on the way up for 
leadership in the business. 
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Can You Call a Man 
a ‘Failure’ at Thirty? 


Men who think that success is only a matter of “a few years” 
are faiiures ... however young they are! 


How often have you heard some young man in business say, “I'll admit the 
job I have now isn’t much but, after all, I’m only in my twenties.” 

Or: “Just about every executive in the company I work for is between 
45 and 65. I have plenty of time to get ahead.” 

This mistaken idea that success comes automatically with time is easy to 
understand. Promotions do come regularly and effortlessly to young men 
of promise. But the day arrives, often abruptly, when that promise must 
be fulfilled. Native ability and intelligence can carry a man only to the mid- 
way point in business—beyond that he must prore his capacity to justify 
a position of executive responsibility. That calls for a practical, working 
knowledge of business fundamentals. 

The time to build that knowledge—to lay a solid groundwork for your 
future progress—is now . .. now while time is still on your side. If you fail 
to recognize that fact, you'll know only struggling, skimping and regret 
when your earning power should be at its height. 


FOR THE BUSINESS MAN WHO REFUSES TO STAGNATE 


|S gud the world is half asleep! Men 


who could be making twice their 
present salaries are coasting along, 
hoping for promotions but doing noth- 
ing to bring themselves forcefully to 
the attention of management. They're 
wasting the most fruitful years of their 
business lives ... throwing away thou- 
sands of dollars they'll never be able 
to make up. 

If you want to discover how to start 
to succeed while you're still young- 
if you want to avoid the heartbreak 
of failure in later years—send today for 
“Forging Ahead in Business”... one 
of the most practical and helpful book- 
lets ever written on the problems of 
personal advancement. You will dis- 
cover what the qualifications of an 
executive are in today’s competitive 
market ...what you must know to 
make $15,000, $20,000 or more a 
year...what you must do to accu- 
mulate this knowledge. 

“Forging Ahead in Business” was 
written for ambitious men who seri- 
ously want to get down to bed-rock 
in their thinking about their business 
future; there’s no charge for the booklet 
because, frankly, we've never been able 

ALEXANDER HAMILTON INSTITUTE eS Se ee eee 


Dept. 596, 71 W. 28rd St., New York 10, N its true value. Some men have found a 
In Canada: 57 Bloor St. W., Toronto, 14 Canada fortune in its pages. If you feel that 


Please Mail Me, Without Cost, a Copy of Your 48-Page Book it’s meant for you, simply fill out and 
return this coupon. Your complimentary 


“FORGING AHEAD IN BUSINESS” copy will be mailed to you promptly. 


Son ALEXANDER 
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Position i 
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OBSERVATIONS 


In the Issue of this magazine a 
year ago last month, the publisher 
asked, “What if business—your 
business—found it necessary to 
cut expenses sharply... ?’ It has 
proved to be a far from rhetorical 
query. In the last few weeks a 
Dallas department store assigned 
executives to uncover possible 
economies by personally undertak- 
ing all jobs—down to the humblest 
level. Result: Costs have been 
trimmed 8 to 10 percent, and some 
porters have had to seek to port 
elsewhere. 

TWA has screened company- 
paid club memberships and elimi- 
nated quite a few. It also com- 
mended the sales staff of a ticket 
office which gave the place a paint 
job over a week end. 

A San Francisco advertising 
agency makes employees pool their 
long-distance messages to cram as 
many as possible in one call. West- 
inghouse has temporarily closed its 
Chicago public relations staff, a re- 
trenchment that is quite common. 


Most of the Nation’s business spe- 
cialists refuse to push the panic 
button. In its annual report, the 
First National Bank of Chicago 
presented this persuasive case for 
optimism: 

“The adjustments now taking 
place in production, inventories, 
income, and investments are char- 
acteristic of a free-enterprise econ- 
omy. There are always present in 
the market place of a free society 
economic forces that gradually 
correct maladjustments and bring 
an economy into balance for a 
period of challenging growth and 
progress. While the magnitude and 
duration of the present adjust- 
ments cannot be accurately fore- 
told, areas of economic strength 
are present.” 


Next Year, taxpayers will have to 
answer line 6(a) of Form 1040. 
This means that cash paid out for 
business bills and then repaid by 
an employer must be listed as part 
of gross income before being im- 
mediately deducted on line 6(a). 

This crackdown is triggering a 
boom on credit cards, according to 
a survey made by the American 
Hotel Association. Bills charged to 
a credit card and paid directly by 
the employer involve no _ reim- 
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One of Rockwell's 23 plants, part of 
the diversifying story on page 34 


bursement and need not be re- 
ported by the employee. Credit 
cards have other advantages, of 
course. They reduce the oppor- 
tunity to pad expense accounts and 
also relieve bookkeeping depart- 
ments of the burden of handling 
myriad petty-cash vouchers. 

Credit cards won’t answer all 
the possible Internal Revenue Serv- 
ice questions about the outlay, but 
they will be an objective indication 
of dates and amounts. 


Refreshing, sensible antidote to 
the hysteria that can grip cost- 
cutting was recently prescribed by 
Alexander Borden, the business 
consultant. He points out that too 
frequently minor visible costs are 
reduced but only at the expense of 
increases in major hidden costs, 
and cites some chilling examples: 

1. A manufacturer reduced fac- 
tory maintenance costs from 2.4 
to 2.0 percent of the cost of sales. 
But direct labor cost increased 
from 14.0 to 15.1 percent, largely 
because of increased down-time 
and the scrap turned out by poorly 
maintained machines. This cost- 
reduction effort succeeded in rais- 
ing costs $19,000. 

2. A well-known manufacturer 
sought to promote more economi- 
cal use of tools by imposing an ar- 
bitrary budget allowance for tool 
purchases. The policy forced hand- 
to-mouth purchasing, causing huge 
forfeiture of quantity discounts 
($60,000 in grinding wheels alone). 

As Mr. Borden points out, imme- 
diate cost reductions can be inimi- 
cal to the goal of long-term growth 


and profits. Every business has a 
number of services that can be 
curtailed or eliminated with no 
evidence of immediate harm. But 
they can set in motion a gradual 
deterioration in quantity and 
quality. 


That Lonely critic of “brainstorm- 
ing’—Mr. Bernard S. Benson, 
president of fast-growing Benson- 
Lehner Corp. of Los Angeles- 
gained some spectacular support 
late last month: Prof. Donald W. 
Taylor of Yale has concluded from 
a series of experiments that brain- 
storming actually hinders creative 
thinking. 

The experiments, supported by 
the U. S. Navy’s Office of Re- 
search, involved 96 students. Some 
worked alone, others in groups of 
four. The latter did not do as well 
as those who worked alone, not 
only in terms of total number of 
ideas but also in terms of original 
and good ideas. 

As reported in this column in 
December, Mr. Benson thinks that 
as a_ problem-solving technique, 
“brainstorming ranks so low you 
have to go downstairs to see the 
needle. Brainstormers have a great 
deal of fun and avoid the terribly 
difficult job of using their brains.” 


In Washington, D. C., not long 
ago, Veterans Administration Di- 
rector Harvey A. Higley retired, 
but he left a legacy that ought to 
have wide emulation. 

Not long after the former Mari- 
nette, Wis., businessman took office 
in 1953, a letter to a veteran’s 
widow was brought to him for his 
signature. When Higley, who had 
lost a son in World War II, read it, 
he promptly sent it back to the 
person who wrote it. 

In a memorandum to all V.A. 
employees, he said the letter was 
“curt to the point of being brusque. 

“IT could not sign such a letter. 
It was returned to be written in 
simple, human language. I fear that 
every day too many letters like 
that one—cold and impersonal—go 
out to people we are here to help 
if we can.” 

Yes, the V.A.’s letters go out to 
a special readership. But what 
private organization can afford to 
have cold and impersonal letters 
going out under its letterheads? 
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In speed, in accuracy, in overall performance, 
Monro-Matic® Calculators are far ahead. Where 
other calculators depend on human decision, 
Monroe Calculators work automatically saving 
time, saving money, reducing errors. 

Monro-Matic Calculators are being bought today 


by top companies like these: 


| Kelloggs 
| | | 
For the greatest savings... choose the world’s 


most advanced calculator . 


be =1-Mial-m sy tp migelaa| 


for CALCULATING 
ADDING + ACCOUNTING 
e Calculating Machine Company, Inc., Orange, New Jersey ih peoctiaen maCwiens 


Offices for sales and service throughout the world 
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The challenge of 
Friden /ape-7alk is big 


as your imagination 


If you can imagine an Automatic 
Office, Friden can deliver it now! 
That’s the authentic, down-to- 
earth miracle Friden builds into 
machines that write, read and cal- 
culate with punched paper tape! 
To benefit by this miracle, your 
mind must open to radical change 
—from familiar, standard methods 
of handling paperwork to auto- 
matic systemizing by Tape-Talk. 
Friden promises this: In exact 


automation you wish to achieve, 
Friden Tape-Talk machines will (1) 
Eliminate need for manual move- 
ments and operator decisions; (2) 
Increase work volume output with- 
out increasing payroll costs or over- 
time; (3) End primary and com- 
pounded errors normally occurring 
in data recopying. 


Call your nearby Friden Man or 
write Friden, Inc., San Leandro, 
California...sales, instruction, serv- 


ice throughout U.S. and the world. 
© Friden, Inc. 


proportion to the degree of office 


Automatic calculator-tape 
punch combination 


Automatic code tape 
adding-listing machine 


Automatic tape 
billing department in one desk 


Automatic tape 
reader-selector-sorter 


Automatic tape 
transmitter-receiver 


Friden fully automatic 
Calculator— 
The Thinking Machine of 
American Business 


Natural Way 


Automatic tape 
= tap Adding Machine 


writing-accounting machine 


Automatic justifying 
type-composing machine 
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By Dr. Robert N. McMurry 
and Dr. Ruth G. Shaeffer 


Fourth in a series on communi- 


cation, this article tells how to 


stimulate the flow of vertical com- 


munication upward from the ranks 


What's Going On Down There? 


BASIC requirement for sound 

top-level decisionmaking is ac- 
curate and relatively complete in- 
formation about what is happening 
within the organization, especially 
at the lower levels. Top manage- 
ment needs to know what em- 
ployees at all levels are actually 
thinking, feeling, and doing about 
the problems they encounter. 
Otherwise it may formulate poli- 
cies that are misunderstood and 
which may be seriously inadequate 
and inappropriate to the needs of 
the organization. 

But numerous studies of the up- 
ward flow of communication in 
many business organizations have 
made it plain that the information 
top management receives from be- 
low is often incomplete and seri- 
ously inaccurate. Moreover, those 
companies that have sincerely 
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IS OFTEN LEFT TO CHANCE 
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tackled the problem of improving 
upward communication have found 
it a thorny one, indeed. 


Improving the Climate for 
Upward Communication 


Promising results have, however, 
been achieved in some instances 
by creating a favorable “climate” 
for upward communication. First, 
members of top management and 
then members of successively low- 
er managerial levels have been en- 
couraged to improve upward com- 
munication by such means as: 


1. Being available to their own 
subordinates. Supervision is en- 
couraged to try not to become so 
concerned with their own problems 
and activities that their subordi- 
nates cannot get their ear. This 
technique, of course, applies chief- 
ly to the superior and his imme- 
diate subordinates. It should be 
clearly distinguished from the so- 
called “Open Door Policy” which 
invites even the office boy to dis- 
cuss his problems with the com- 
pany president. Such a policy is 
not only silly, it is quite unwork- 
able. In reality, the Open Door is 
almost never ‘entered, because it 
takes a daring employee, indeed, to 
bypass on his own the whole line 
organization between himself and 
the president. 


2. Inviting complaints and state- 
ments of problems from subordi- 
nates and encouraging their ex- 
pression, A typical example of this 
would be: “I'll bet you’ve been 
having a devil of a time with that 
new inventory control] system. 
What has it meant in terms of...” 
This makes it clear to the execu- 
tive’s subordinates that it will not 
necessarily »e a confession of in- 
effectiveness on their part to ad- 
mit that all is not rosy within the 
limits of their bailiwicks. 


3. Sincerely soliciting informa- 
tion and recommendations from 
subordinates as an aid to reaching 
a decision. This should, however, 
be carefully differentiated from 
two other “consultative” ap- 
proaches which, on the surface, 
may seem similar. It is not, for ex- 
ample, the abdication of decision- 
making responsibility to subordi- 
nates (for example, “This problem 
affects all of you, so it’s up to you 
as a group to decide how it should 
be handled’). This is sometimes 
called “democratic” leadership but 
is, in effect, no leadership at all. 
On the other hand, it is hypocriti- 
cal for the executive to solicit ad- 
vice from subordinates when he 
has already reached his decision 
(“Gentlemen, J think this is an ex- 
cellent idea. What do you think?”’). 

Instead, the genuinely competent 
executive sincerely solicits per- 
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tinent information, advice, and 
recommendations from his subor- 
dinates. He then synthesizes these 
conclusions with his own knowl- 
edge and opinions and arrives at 
his final decision. This may or may 
not be consistent with his sub- 
ordinates’ recommendations. In the 
latter case, he not only states his 
conclusions but gives his reasons 
for them as well. 


But helpful as these measures 
are in creating a better “climate” 
for upward communication, they 
alone have not always provided a 
solution to the basic problem. 

As was pointed out in an earlier 
article in this series (see “Ups and 
Downs in Communication,” Sep- 
tember 1957), there are serious 
psychological and sociological bar- 
riers to upward communication 
through the line organization. And 
many of these barriers are in- 
herent in the structure and au- 
thority relationships of business. 
Further improvement in upward 
communication can occur only if 
these barriers are (a) removed, 
(b) overcome by direct frontal at- 
tack, or (c) circumvented. And in 
most instances all three ap- 
proaches, used in conjunction, are 
required. 


Removing Specific Upward 
Communication Barriers 


Some members of the company’s 
line organization are especially ef- 
fective as upward communicators. 
Others, however, actually serve as 
communication barriers or bottle- 
necks. They do not encourage their 
subordinates to communicate with 
them; and they, in turn, do not 
communicate effectively with their 
superiors. Hence, if they can be 
replaced, upward communication 
from their segments of the busi- 
ness is almost certain to improve 
markedly. 





What did the boss mean by that? 
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Of course, the decision to replace 
a certain line executive is rarely 
made solely because he is block- 
ing upward communication. How- 
ever, in many instances, this fail- 
ing occurs together with a weak- 
ness in other areas of job perform- 
ance. As a result, the replacement 
of the least competent executives 


the performance of the subordi- 
nate toward achieving these goals 
is jointly reviewed. 

In the initial goal setting and 
the subsequent review steps, in- 
formation and attitudes are bound 
to be communicated upward to the 
superior. Since the subordinate has 
a real stake in keeping the goals 


Invite subordinates to talk their problems over with you 


in the organization in itself will 
often eliminate many nearly im- 
penetrable barriers to satisfactory 
upward communication. 


Forcing Upward Communication 


To a limited degree, upward 
communication barriers can be 
overcome by direct frontal attack; 
such as by forcing people to com- 
municate upward even though 
they are basically resistive to do- 
ing so. There are several manage- 
ment tools which can be used to 
accomplish this purpose. The key 
principle common to all of them 
is that, in order to comply with 
some specific management require- 
ment, the individual cannot avoid 
communicating a great deal about 
what is going on at his own and 
lower levels. Among the manage- 
ment tools which have this built-in 
communication feature are: 


1. Joint establishment of super- 
visory expectancies and the joint 
review of performance. Here the 
superior and his subordinate sit 
down together and jointly set up 
specific goals to be achieved by the 
subordinate during a_ specific 
period; such as, the next six 
months, At the end of this time, 


realistic, he must actually try to 
achieve them. To do so, he must 
reveal to his superior some of the 
reasons why he sets a particular 
goal or why he has overshot or 
undershot this mutually  estab- 
lished goal. 

Since this goal setting and re- 
view procedure takes place at all 
levels of the organization, more 
communication can get through to 
the intermediate levels and _ ulti- 
mately to the top. 


2. The Patterned Merit Review. 
This method of evaluating (merit 
rating) subordinates makes use of 
an interviewer to insure that the 
superior considers each man sys- 
tematically, objectively, and thor- 
oughly. It results in a full written 
description of each subordinate’s 
specific job as seen by the rater, as 
well as the quality of his perform- 
ance, This can be used to provide 
higher levels of management with 
full and accurate information rela- 
tive to what is actually going on 
lower down. 


3. Joint formulation of “policy 
manuals.” Enlist the help of all of 
those in the lower levels of the 
company in putting down on paper 
the actual (not the stated) policies 
which are being followed in vari- 
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ous departments and divisions. By 
so doing, management may gain 
interesting and important—if 
sometimes somewhat startling— 
insights into what is actually hap- 
pening in the lower echelons of the 
organization. 


But all three of these manage- 
ment tools have far broader pur- 
poses and usefulness than merely 
to serve as vehicles of communica- 
tion. For example, the joint estab- 
lishment of supervisory expectan- 
cies and joint performance reviews 
keep the activities of subordinates 
consistent with departmental or 
company-wide objectives, provide 
highly necessary (but often over- 
looked) structuring of the job as- 
signment given each _ individual, 
and likewise encourage downward 
communication. 

Similarly, the patterned merit 
review is an unusually foolproof 
and constructive method for ap- 
praising employees, particularly 
at executive and supervisory levels. 
And the development of a “policy 
manual” is almost certain to re- 
sult in clearer, better, and more 
uniform company policies. Thus, 
these management tools have much 
to recommend them in addition to 
their effectiveness in improving 
upward communication. 


Bypassing the Line Organization 


Useful as the techniques outlined 
may be, they still leave much to 
be done, particularly in providing 
clear channels of upward com- 
munication all the way from the 


rank-and-file employees to the top 
brass, Ordinarily, such communica- 
tion is best provided by letting em- 
ployees communicate more directly 
with the upper echelons. However, 
extreme care must be taken to 
avoid the weakness inherent in the 
conventional Open Door Policy: 
There must be no possibility of 
supervisory retaliation against em- 
ployees who dare to speak out 
freely. Among the communication 
techniques which meet this re- 
quirement are: 


1. Employee opinion poll. Almost 
a fetish must be made of preserv- 
ing anonymity of the individual 
employee (the groups must include 
at least 15 employees; no identify- 
ing information is required of the 
participant, such as his age or 
length of service; there is no pre- 
coding of ballots; the completed 
questionnaires are placed in ballot 
boxes, and so forth). If these polls 
are conducted by an outside organi- 
zation, and are followed by prompt 
and effective management action 
to correct legitimate complaints 
and unfavorable conditions, they 
will continue to serve as an excel- 
lent means of stimulating upward 
communication. 


2. Interviews with “natural 
leaders.” Either as a follow-up to 
an opinion poll to obtain more spe- 
cific information concerning prob- 
lem areas or as a separate pro- 
gram, confidential interviews are 
conducted by an outside agency or 
by skillful staff personnel with the 
spokesmen for the various work 
groups, 









































Make a sincere effort to consult with subordinates before reaching a decision 
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Can a subordinate get your ear? 


These spokesmen are not union 
representatives, but employees se- 
lected by fellow workers by secret 
ballot who are expected to speak 
for the whole group. Each is told: 
“Talk to your friends and asso- 
ciates in your department and 
learn what they like and dislike 
about their jobs, their pay, their 
supervisors, and so forth, and so 
forth. Then summarize their state- 
ments and give the material to the 
person who interviews you. Be sure 
never to identify the people who 
have talked to you.” 

In this way, the employee se- 
lected is not only protected from 
the necessity of having to state his 
personal opinions as his own (he 
can attribute them to those with 
whom he has spoken), but he can 
report what others think without 
endangering their security. 

The gist of these interviews is 
then transmitted directly to top 
management. These interviews are 
usually the most fruitful source of 
facts about employee problems and 
attitudes, because these representa- 
tives tend to speak freely. 


3. Employee counseling. Com- 
panies with a counseling staff will 
find there is also much important 
information their counselors can 
pass on to top management with- 
out in any way violating the con- 
fidences of individual employees. 
Some proponents of counseling feel 
its only role must be a cathartic 
one, 

But there is no compelling rea- 
son why information obtained in 
these interviews cannot, indeed 
ought not, be put into summary 
reports to top management (al- 
ways in a manner which protects 
the employee’s identity); thus giv- 
ing the employee-counseling pro- 
gram a dual purpose and markedly 
increasing its real contribution to 
the company and the employees. 

(Continued on page 39) 












“What is the most important problem to be faced by the United 
States during the next 20 years?” The Committee for Economic De- 
velopment recently posed this question to more than 100 distinguished 
economists and other specialists. Here are extracts from the response 
of Dr. Halbert L. Dunn, chief, national office of vital statistics, public 
health service, U. 8. Department of Health, Education and Welfare. 


HE United States economy, 

since the great depression of 
the 1930’s, has become a spinning 
top—whirling furiously and ever 
faster in its dynamic, productive 
power. However, doubters detect 
a wobble in the spin. 

A number of factors are con- 
tributing to this wobble, among 
others: 

The rapidly changing character 
of the population of United States 
from one largely made up of the 
younger and middle ages to one 
heavily weighted by older persons. 
In 1880, 84 percent of the people 
were under 45 years of age and 
only 16 percent over. Now, the 
equivalent proportions are ap- 


pable of satisfying the needs of 
older people without resultant 
shortages for younger generations. 

3. Freedom from war or other 
major destructive strife. 

4. Provision of a useful and 
valued place for the older person 
in society. 

We have ... the first three of 
these prerequisites. It is the fourth 
prerequisite, which is still largely 
lacking, and which must be real- 
ized before the maturity potential 
of the American people can come 
into its own and make its full, rich 
contribution to society. 

In essence, the answer to this 
problem lies in a change of our 
ideas, practices, and laws concern- 


Older People: Our Greatest 
Reservoir of Experience 


proximately 70 percent under 45, 
and 30 percent over 45. 

Our greatest reservoir of ex- 
perience and maturity is among 
older people. The United States 
has before it an unparalleled op- 
portunity to transform the upper 
years of life from a social liability 
into a social asset. It is very ques- 
tionable whether such favorable 
conditions will remain for long— 
perhaps two decades is a generous 
estimate of time. It seems inevita- 
ble that we shall be faced with a 
plague of problems brought on by 
the continued growth of population 
and diminishing surpluses of re- 
sources, as well as a decreasing 
supply of the raw materials which 
the United States now imports. 

Four prerequisites must coexist 
before a society can have the con- 
ditions which permit a large pro- 
portion of its citizens to reach the 
higher age brackets and afford 
older people the leisure, security, 
and the vitality essential for reali- 
zation of the latent potentialities 
of full maturity. These prerequi- 
sites are: 

1. A science of medicine and 
health sufficient to prolong life 
and to ensure good health in a 
positive sense. 

2. A productive mechanism ca- 
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ing retirement. At present, these 
relegate the individual, as far as 
basic work interests are concerned, 
to inactivity. We retire to a life of 
leisure—yet by and large few of 
us want to be drones. 

Without interfering in any way 
with younger people, and without 
directly competing with the full- 
time labor market, the older per- 
son could contribute on a part-time 
basis to his previous job interests 
or to his community. He could do 
this and also supplement his re- 
tirement allowances. 

By and large, businessmen have 
considered older people either as 
a burden, or as a market, or both. 
With the shift of people from pro- 
duction of goods into services of 
various types, the older person will 
probably be able to hold his own, 
on a part-time basis and hour-for- 
hour of service rendered, with his 
younger colleague. 

The business of selling leisure in 
terms of fishing tackle, golf clubs, 
and travel will have a larger mar- 
ket in persons whose retirement 
pensions are supplemented with 
part-time earnings. Drain on pub- 
lic funds through public welfare, 
hospital and medical care, and in- 
stitutionalization would be sub- 
stantially lessened. 
































































Exporting? § | 


By Robert P. Bunge 










AMERICAN BUSINESS 








Here’s How to Do It Successfully 


OREIGN-TRADE opportunities 

and the questions a company 
should answer before seeking to 
sell abroad were examined in the 
first half of this series. 

This part will scrutinize the 
alternate avenues of exporting as 
well as point out some pitfalls and 
short cuts. 

Early last December, the Blaw- 
Knox Company of Pittsburgh an- 
nounced it had contracted to build 
and install $11.5 million worth of 
rolling mill machinery for Mexico’s 
oldest steel company, Fundidora. 
Coming at a time when this coun- 
try’s steel producers were far from 
expansionist-minded, the Mexican 
contract provided an_ especially 
welcome piece of business. 

How this contract was obtained 
and financed makes an instructive 
case history. The Mexican steel 
mill, which now purchases about 
$2.5 million worth of operating 
supplies and equipment in the 
United States each year, recently 
embarked on a $75 million expan- 
sion and modernization program. 
The United States Export-Import 
Bank, a lending arm of the United 
States Treasury, advanced the 
Mexican concern $42 million in 
credits for the undertaking. Blaw- 
Knox discerned an opportunity to 
sell some of the variety of auto- 
mated steel mill equipment it 
manufactures. 

The signed contract confirmed 
that judgment. Other United 


States companies will participate. 
The Koppers Company will pro- 
















February 1958 


vide some mill equipment, as will 
Arthur G. McKee & Co. of Cleve- 
land, Ohio, Electric equipment for 
the mills will be provided by still 
another company. And Fundidora’s 
expansion and modernization were 
undertaken in response to an en- 
gineering survey and recommenda- 
tions by another United States 
firm! 

This demonstrates that Ameri- 
can companies, with appropriate 
backing from their Government, 
can sell abroad—even, as in this 
case, against competition from 
vaunted German and British firms 
with long experience in designing 
and equipping steel mills in for- 
eign lands. 

The large scope of the Fundi- 
dora deal shouldn’t make anyone 
think that Export-Import Bank 
restricts its efforts to multimillion- 
dollar contracts for huge and com- 
plicated machinery. 

For example, several weeks ago, 
a farm-equipment manufacturer in 
Georgia sold a $550 disk harrow 
to a farmer in Brazil. The sale was 
made possible by a $550 Export- 
Import loan to the Brazilian! 
Though this is the smallest loan 
ever made by the bank, it’s proof 
enough that you don’t have to be a 
giant to use the bank to expand 
your sales through foreign trade. 

Indeed, Samuel Waugh, who is 
president of the Export-Import 
Bank, has declared, “Even the 
smallest United States exporter or 
overseas buyer may make use of 
the bank’s facilities.” 












A native technician applies 





solder by hand to the seam 
of paint can in factory of 
Continental Can Co. affili- 





ate in Kenya—the Metal Box 
Company of East Africa Ltd. 














If you have likely prospects and 
appropriate products, you should 
have little difficulty financing the 
sale of capital goods abroad, Con- 
sumer goods pose a different prob- 
lem, frequently a more compli- 
cated one. 

A company seeking to sell 
abroad has two avenues: indirect 
exporting or direct exporting. 

The first consists of using vari- 
ous foreign-trade specialists to 
handle the transactions. The sec- 
ond is a do-it-yourself proposition 
through the company’s own export 
department or activity. Both have 
their advantages and their disad- 
vantages. The avenue taken de- 
pends on the size of the company; 
its plans, goods, and services; and 
general resources it commands. 


Indirect Exporting 


Most small- and medium-sized 
firms use the indirect method for 
these reasons: 


1. It doesn’t require the financial 
investment needed to establish an 
export department or activity. 


2. It relieves management of 
handling technical procedures of 
world trade; such as documenta- 
tion, merchandising, distribution, 
and the language barrier. 


3. It places a staff of specialists 
with export know-how at the dis- 
posal of the seller. This staff al- 
ready has distribution channels 
and can avoid the waste of expen- 
sive experimentation. 


4, This staff acts as your export 
department and is experienced in 
foreign credits, collections, insur- 
ance, languages, business methods, 
and finance. 


There are several types of spe- 
cialists. The export broker, the ex- 
port commission house, the export 
merchant, the private export buy- 
er, and the combination export 
manager, to name the most impor- 
tant types. 

The export broker usually con- 
fines his services to merchandising 
and overseas distribution. He sel- 
dom buys merchandise outright, 
and his resources are somewhat 
limited. His commission is com- 
paratively small. This type of 
broker is particularly active in 
food exporting. 

The export commission house is 
the American agent of a foreign 
buyer. It is the overseas buyer 
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Curious Iranians watch fascinated as Pepsi-Cola bottles move into machine for capping 


who pays his commission, rather 
than the American seller. Fre- 
quently, this type of establishment 
will ask for bids from several 
American manufacturers. 

The export merchant is usually 
a large and well-financed organi- 
zation, buying goods outright from 
the manufacturer and selling them 
overseas. All consular paper work, 
documentation, merchandising, and 
packing problems (as well as risk) 
are theirs. The manufacturer is 
completely relieved. 

A combination export manager 
acts as a middleman for the 
American manufacturer, handling 
all foreign transactions for the 
company. He may be an individual 
or a corporation. 

Buyers for export are usually 
foreign citizens living here and 
representing foreign concerns. This 
keeps the foreign buyer in close 
contact with the American pro- 
ducer. Sometimes foreign govern- 
ments are represented, in which 
case the buyers are members of 
trade legations. They usually buy 
in very large quantities. 


Direct Exporting 


Larger companies, having con- 
siderable overseas volume, find it 
pays to use the direct-export meth- 
od. This involves establishment 
and use of company export depart- 
ment or maintenance of a separate 
export department, or subsidiary. 

Outstanding examples of direct- 
export methods are International 
Harvester-—on an intensive, global 
scale—and Collins Axe Company— 
on an intensive, regional scale. 

Direct export has a few advan- 
tages not found in the indirect 
method, namely: 


1. Greater adaptability of the 
product to the desires and needs of 


12 


the foreign market. The manufac- 
turer is in direct control and, 
therefore, any good will built up 
belongs to him. 

2. Seller is not bound to middle- 
men at any time. 

3. Seller has the certainty that 
his product will not be neglected 
by a jobber handling many diverse 
lines of goods. 


Tariffs 


Tariffs, customs laws, and pro- 
cedures vary, of course, from coun- 
try to country. In some instances, 
unfortunately, from day to day. 
But great strides are being made 
in this direction. The wooing of 
new business has brought about a 
certain amount of reform. Cus- 
toms unions have allowed member 
nations to trade freely among 
themselves without customs or 
tariff restrictions. 

Six nations, France, Germany, 
Italy, Belgium, Luxembourg, Hol- 
land, and their respective overseas 
territories, have formed the Euro- 
mart or Common Market, which is 
free of tariff or other trade bar- 
riers. These six nations plan a 
gradual elimination of tariffs and 
quotas on trade over a 12- to 15- 
year period. 

What does this mean to Ameri- 
can businessmen? It means a 
richer Europe providing greater 
sales openings for American goods 
—160 million customers. 

In many sections of the world, 
notably Latin America, there are 
free trade zones, allowing up to 
90 percent deduction of income 
taxes from profits made on re- 
export. Companies, guaranteeing 
investments in the zones, are eli- 
gible for loans at 6 percent, for 
optional periods as long as 25 
years. The Colon Free Trade Zone 
in Panama is one such area. 


Also, in South America and Eu- 
rope, there are free ports, such as 
Danzig and Arica in Chile, where 
goods may be shipped duty-free. 

Perhaps the day will arrive 
when the laws governing tariffs 
will be standardized all over the 
world. At present, however, it is 
impossible to make any blanket 
statement. It’s best to get authori- 
tative answers from the commer- 
cial attache at the Washington 
embassy or nearest consulate of 
the nation in which you may be 
interested. 


Financing 


At the beginning of this article, 
two examples regarding credit in 
foreign trade were given. This is 
one of the least-understood phases 
of exporting. 

The best method to finance this 
operation varies from company to 
company. Some of the larger pri- 
vate banks possess excellent facili- 
ties for giving advice. Perhaps the 
exporter is in a position to finance 
himself. If not, export middlemen 
are usually able to finance his 
shipment. Often, the buyer-im- 
porter will finance the transaction. 
Many banks extend credit for for- 
eign trade. 

In addition to the Export-Import 
Bank of Washington, large-scale 
financing is available from a rapid- 
ly growing enterprise called the 
American Overseas Company, 
headed by Nelson A. Rockefeller. 
This company is less than three 
years old, and has 144 loans out- 
standing, in 24 countries. It has 
already dispersed $26 million. 

This institution finances export 
loans by accepting notes of the 
foreign importer. However, more 
and more loans are being made to 
finance new enterprises or to ex- 
pand existing industries. 
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Young lady demonstrates Bell & How 


ell projector at Tunis trade fair 


A Paris gendarme on duty 
at the Arc de Triomph bends 


to hear news broadcast 


coming over tiny Motorola 
Transistor Radio carried by 
Paul McAlister (designer) 


According to N. A. Bogdan, 
president of American Overseas: 
“Our aim is to tailor financing to 
the true needs of exporters and 
the legitimate aspirations of for- 
eign countries for sound economic 
expansion.” 

Ninety percent of American 
Overseas involves Latin America, 
but is not confined there. In India, 
for example, it financed the pur- 
chase of more than $2 million 
worth of equipment for coal and 
steel industries. Loans normally 
run up to five years and start at 
around $20,000. 


Currency 


By now, of course, you are 
wondering: How will I get my 
money out of the country? 

Under normal trade conditions, 
this will not pose a huge problem. 
Difficulties arise should a country 
be passing through a time of na- 
tional crisis, such as France was 
undergoing during the Suez crisis 
and the Algerian war. 

The foreign department of your 
bank can advise you as to the best 
method of payment. It is usually 
ready to make collections, if neces- 
sary. It is aware of the best col- 
lection methods under the sterling 
bloc as well as limited-dollar areas. 

Speaking of dollars brings up 
another question: “I would like to 
be paid in dollars. Do I have to ac- 
cept foreign currency?” 
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Almost all international trans- 
actions are negotiated in dollars. 
The English pound has _ toppled 
from its throne as the interna- 
tional monetary unit and has been 
replaced by the dollar, all over the 
world. But the dollar supply is al- 
ways tight. 

Time drafts are very seldom 
drawn in pesetas or marks or 
francs today. If it is not possible 
to receive payment in United 
States dollars, then specify pay- 
ment to be made in some other rec- 
ognized stable currency. 

Many foreign currencies fluc- 
tuate from day to day, even from 
hour to hour. Reluctance to accept 
drafts drawn in these currencies is 
understandable. 

However, if the monetary unit 
of the country is fairly stable, 
competition may, in certain cases, 
force the seller to accept payment 
in the currency of the buyer's 
country. 

This need not make you uneasy. 
There have been instances where 
quick, deft currency manipulation 
(arbitrage) has produced _spec- 
tacular profits. 


Credit 


Credit plays a leading role in the 
foreign field. Conditions under 
which it is granted are not unlike 
domestic operations. 

The following will give you a 
wide picture of the way credit is 


granted and payments are made: 


1. On consignment, in which 
payment is made by a clean draft, 
no documents attached. 


2. C.0.D., which involves a col- 
lection representative on the spot. 


3. Letter of credit, which in- 
volves the buyer establishing a let- 
ter of credit through his local 
bank. When the credit arrives at 
the American bank, the exporter is 
notified and all he has to do to 
collect is present his documents. 
Special care, however, must be 
given to the terms of the original 
letter. 

4. Open account. No different 
from domestic account. 


5. Cash against document at 
point of shipment. This is actually 
an advance payment. 


6. Cash against documents at 
destination. This is a sight draft 
collectible from buyer upon pres- 
entation. Goods are shipped before 
payment. 


7. Documents against payment. 
This is a time draft. Merchandise 
is shipped before payment and 
buyer must pick it up at the ware- 
house at any time during a speci- 
fied period—-usually from 30 to 
120 days. 


8. Cash with order. This method 
is used in lands where imports are 
difficult to obtain. 
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Pricing 


Improper pricing can ruin the 
entire venture. Great care must be 
taken to follow your initial survey. 
Be flexible. 

An American bottling firm, sell- 
ing soft drinks, resolved to sell 
abroad at the same price it com- 
manded here. In Europe, soft 
drinks are not sold by vending ma- 
chines nor in drug stores. They are 
dispensed in cafes. Cafes range in 
elegance from the swinging-door 
saloon to the plush lounges of the 
boulevardiers. Prices of drinks 
vary accordingly. At the American 
price, the company found its prod- 
uct could be sold only in the lowest 
type of saloon—where the interest 
in soft drinks was nil! 


Advertising 


Of course, you'll need advertis- 
ing abroad. The attention of your 
potential customer must be 
aroused. 

Sales promotion in foreign areas 
should be approached even more 
carefully than other phases of this 
operation. It is not enough merely 
to translate promotional pieces in- 
to the language of the customer. 
Just as you study American psy- 
chology, so is it necessary to learn 
your foreign customer’s habits, 
quirks, taboos, and preferences. 

Your best bet in this kind of 
promotion is to use the American 
material as a sort of rough outline. 
Write a whole new foreign piece 
around it. Use situations and 
stories that mean something to 
your client. 

You will consider your media. In 
some nations, such as England, 
Germany, and Scandinavia, news- 
papers are effective. But in South- 
ern Europe and many parts of 
Eastern Europe, newspapers are 
almost worthless due to the high 
illiteracy rate. 

In Asia and Africa, in all semi- 
literate and illiterate countries, il- 
lustrations are your best medium. 
Signs, depicting the product itself 
or someone using the product. 

Radio is also a good medium in 
illiterate countries. Natives have 
no radios as a rule. However, pub- 
lic-address systems are placed in 
every cafe and coffeehouse in the 
area to broadcast the news as it is 
received. 

Correspondence, due to the great 
distances involved, must serve as 
your major link with your cus- 
tomers. The letters, if at all pos- 
sible, should be in the language of 

(Continued on page 39) 
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Forecast, billed, and ana- 
lyzed by an imaginative 
system linked by Teletype, 
orders now speed through 
Arrow Petroleum's office 


Documents needed to activate order-processing procedure are stored in the 


files shown above, then move to teletypist via conveyer shown in background 


Novel System Integrates 


To Process Orders 


N ingenious system has enabled 

one of northern Illinois’ larg- 

est independent fuel-oil dealers to 

dramatically reduce the time 

needed to prepare, bill, and analyze 
its orders. 

Arrow Petroleum Co. of Forest 
Park, Ill., has achieved these sav- 
ings through an integrated system 
that links electronic data process- 
ing, automatic computation, a 
paper-work conveyor, electric type- 
writers, Teletype, and continuous 
marginal punched forms. 

Reduced clerical costs are but 
one of a cluster of the new sys- 
tem’s fruits. Arrow executives con- 
sider other benefits to be much 
more valuable: better service to 
customers, more prompt avail- 
ability of sales analysis summaries, 
rapid determination of salesmen’s 
commissions, and a substantial re- 
duction in per-gallon delivery 
costs. 

One element that integrates the 
various operations is a five-channel 
paper tape into which is punched 
Arrow’s basic order information. 
Two IBM Card-a-Type machines 
serve work-horse functions; each 
performs four separate data- 
processing operations at the same 
time. 

Arrow fuel-oil orders flow to the 
company’s six bulk plants from the 


central sales office. There, four tub 
files hold the punched-paper tapes, 
stored inside 5- by 7-inch enve- 
lopes. The basic order data punched 
into each tape also appears on the 
outside of its corresponding enve- 
lope, printed by an Addressograph 
machine. 

In addition, the tub files contain 
“forecast cards” which enable Ar- 
row to watch the customer’s oil 
supply for him and replenish it 
automatically. Each fuel-oil sale 
requires an entry on this forecast 
card. So, both the master tape and 
the forecast card are involved in 
the order-processing operation. 

Both items, after being pulled 
from the files, are transported via 
a paper-work conveyor to Teletype 
machines. Here, the data on the 
tape is automatically transmitted 
to one of six receiving Teletypes 
located in Arrow bulk plants. The 
receiving machine prints a four- 
part delivery ticket. All the data 
needed for this ticket is entered in 
one operation. 

While the punched paper tape is 
supplying delivery information to 
the bulk station, it is also feeding 
selected data, through a reperfora- 
tor, to a five-channel “by-product 
tape.” At the end of each day, the 
by-product tape—loaded with in- 
formation from each of the orders 
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Master data for each customer is recorded on five-channel tape. 
The same information is printed on the 5 by 7 record envelope 


Equipment and Forms 


By Phil Hirsch 


handled that day—is run through 
a tape-to-card converter. This 
data-processing device produces 
punched cards which form the in- 
put to the card-punching equip- 
ment, the next step in the order- 
processing sequence. 

The Card-a-Type is connected 
to a battery of three typewriters 
and a key punch, One typewriter 
automatically prepares invoices 
which Arrow sends to its commer- 
cial customers, another posts in- 
formation on the forecast cards, 
while the third computes and re- 
cords the customer’s bill on a copy 
of delivery ticket. The key punch 
turns out tab cards which, later on, 
produce sales analysis reports. 

Most of the data recorded on all 
four documents comes from the in- 
put key-punch card prepared by 
the tape-to-card converter. Per- 
tinent data is transferred auto- 
matically by the Card-a-Type. 

The forms that begin this order- 
processing sequence—as, for ex- 
ample, the forecast card and the 
order envelope containing the tape 

are stored in Watson Rol-Dex 
tub files. Arrow has four of them: 
two are located on each side of the 
conveyer leading to the Teletype 
department. Each tub file contains 
from eight to 10 storage drawers, 
mounted on wheels. The four 
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As Teletype transmits orders to bulk stations, 


it punches order-analysis tape simultaneously 


clerks who are stationed at these 
files have telephone headsets that 
permit them to talk directly with 
the customer. Immediately behind 
each clerk are accounting and 
credit clerks who handle the firm’s 
accounts receivable ledgers and 
credit records. 

With this setup, phone orders 
and customer queries are handled 
amazingly fast. The complete his- 
tory of each account is in the tub 
files in front of the customer serv- 
ice clerk, or in the records imme- 
diately behind her. Since the tub 
file drawers are mounted on 
wheels, the clerk can pull over the 
file she needs without having to 
get up. Data regarding payments 
or credit ratings can be obtained 
merely by turning around and ask- 
ing another clerk nearby. 

H. W. Boedeker, Arrow treas- 
urer, reports that on the average 
it takes but a few minutes to proc- 
ess a typical fuel order. Occasional- 
ly this time has been cut to 45 
seconds! 

About 80 percent of Arrow’s 
sales are made to customers 
through its automatic delivery 
procedure; the customer doesn’t 
even have to call because his de- 
livery is scheduled in advance on 
the forecast card. Basically, here is 
how the procedure works: 


The “degree day” method com- 
mon in fuel-oil marketing is used 
to control automatic delivery or- 
ders. Each master tape contains a 
burning-rate factor that provides 
for automatic, electronic forecast- 
ing on each succeeding delivery. 

Forecast cards are filed accord- 
ing to their forecasted degree-day 
for the next delivery. So, it’s a 
relatively simple matter each day 
to determine all the customers who 
require a delivery. After each de- 
livery, the Card-a-Type posts gal- 
lons delivered and forecasts the 
next delivery. 

The cycle then begins all over 
again. 

The paper tape that accompanies 
the forecast card to the Teletype 
department contains most of the 
data needed to make up the de- 
livery ticket: the customer’s name 
and delivery address; his tank 
capacity; the grade of oil he uses; 
the length of hose needed; and de- 
livery instructions (warnings 
about dogs, notations as to where 
to leave the bill, and so forth.) 
Teletype operator adds, manually, 
a few items of variable informa- 
tion needed to complete the ticket: 
the number of gallons ordered, the 
invoice number, the scheduled de- 
livery date, and credit instructions. 

Each of Arrow’s six bulk plants 
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Card-a-Type machine performs four order-processing operations at once. 


Punched card (shown in operator's hand) and one-manual entry provide input 


is denoted by a code letter punched 
into the paper tape. A device on 
the sending Teletype machine 
scans this code and automatically 
activates the proper transmission 
circuit. 

The data put on the by-product 
tape concurrently with the trans- 
mission of delivery information is 
supplied by the Teletype operator 
or by the tape. It includes the fol- 
lowing items, among others: the 
customer’s name and billing ad- 
dress, the date, the number of the 
salesman who opened the account, 
the grade and amount of oil or- 
dered, the type of service, and the 
customer’s burning rate expressed 
in terms of degree days. This burn- 
ing rate, later on, is used by the 
Card-a-Type machine to forecast 
the date of the next delivery, as 
previously outlined. 

The tab cards produced from the 
by-product tape (Arrow calls them 
petroleum billing cards) are placed 
in an “out for delivery” file after 
delivery has been completed. The 
corresponding forecast card goes 
into the same file. Then, the two 
documents, along with a copy of 
the delivery ticket (which comes 
back to the headquarters office 
after the customer’s tank is filled) 
go to the billing department. 

Here, a clerk manually enters on 
the delivery ticket, the price per 
gallon of the oil just sold. After- 
ward, the three forms go to the 
Card-a-Type machine. The opera- 
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tor picks up the unit price and 
punches it into the calculator unit 
of her machine. She also positions 
the forecast card and delivery 
ticket on two of the slave type- 
writers and, finally, drops the 
petroleum billing card into the 
Card-a-Type’s reading unit. The 
remainder of the job is performed 
automatically. 

The Card-a-Type: (1) makes out 
the invoice required for commer- 
cial accounts (on a _ continuous, 
Standard Register form, positioned 
in one of the typewriters); (2) 
computes and records an itemized 
bill on the delivery ticket copy; 
(3) prepares a punched card 
needed for sales analysis; (4) 
posts gallons delivered and com- 
putes and records, in degree days, 
how long the new oil supply will 
last. 

Afterward, the invoice is mailed 
to each commercial customer; the 
forecast card goes back to its tub 
file in the sales department (where 
it is filed by degree day); the de- 
livery ticket copy is filed in ac- 
counts receivable ledger tubs, and 
at the end of the month is sent to 
the customer with his statement. 
The tab card containing the sales 
analysis information, meanwhile, 
is sent to an outside firm which, at 
the end of the month prepares a 
commission statement for each Ar- 
row salesman, plus analyses of the 
orders classified by grade of oil 
sold, type of customer, average de- 





livery by size of tank, and other 
criteria. 

This procedure, besides permit- 
ting Arrow to process orders in a 
hurry, also enables the firm to 
maintain a continuous, over-all 
check on its whole distribution op- 
eration. The clerk who enters the 
price per gallon on the delivery 
ticket also totals up the amount of 
oil delivered by each driver during 
a given day. She then balances this 
figure against bulk plant records 
showing the amount of oil given to 
these same drivers. Afterward, the 
balanced total is given to the Card- 
a-Type operator, who checks it 
against the amount of oil repre- 
sented on the delivery tickets 
billed by her machine. 

Result: Arrow makes sure that 
every gallon pumped out of its 
storage tanks is being delivered 
and billed; a leak anywhere in the 
distribution pipeline will affect one 
or more of the three totals. 

Perhaps the biggest benefit of 
Arrow’s order-processing system, 
explains Treasurer Boedeker, is 
that it integrates the whole opera- 
tion. Data is transferred automa- 
tically from one type of account- 
ing medium to another. Not only 
has this saved time and manpower, 
he reports, but the possibility of 
error has been minimized. 

Thanks largely to this increased 
efficiency, Arrow has been able to 
cut significantly the amount of 
clerical expense required for its 
order-processing operations. In the 
past year—the second in which 
the new setup was operating 
clerical costs in the sales depart- 
ment have been cut 15 percent, 
Mr. Boedeker reports, despite a 10 
percent increase in fuel-oil orders. 

The new setup also makes sales 
analysis data available much 
sooner. Previously, salesmen’s com- 
missions statements and summa- 
ries of the oil sold during a peak 
month weren’t available until the 
25th of the following month, at 
the earliest. Now, this information 
is in management’s hands by the 
10th of the month. 

Says Mr. Boedeker: “To handle 
our existing account load under 
our former order-processing proce- 
dure, we’d need at least eight more 
people. Our present system, by 
eliminating the need for this ex- 
tra personnel, by speeding up the 
whole order-preparation and order- 
accounting procedure, and by in- 
creasing our delivery efficiency, 
has more than justified the capital 
investment required.” 
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By S. R. Herkes 


Vice-President, Marketing, Consumer Products Division 


Motorola, Inc. 


Here is how Motorola's consumer prod- 
ucts division controls marketing costs, 


thereby enhancing its net-profit picture 





Author Ted Herkes (right) consults a product-planning control 
chart with John Barney, Motorola operations planning manager 


Motorola's Cost-Control Program 


UST about two years ago, Motor- 

ola took some major and specific 
steps to cut costs. First of all, the 
company was reorganized—decen- 
tralized into three divisions, all of 
which manufacture and market 
only electronics products but 
through entirely different channels. 
These divisions are: communica- 
tions and industrial electronics, 
private label merchandise, and con- 
sumer products. 

Each of these three operating 
divisions was made responsible for 
delivering a reasonable profit—re- 
gardless of the success or failure 
of the other two. This isolation 
made everyone much more profit- 
conscious than in the past .. . and 
consequently very cost control- 
conscious. 

In the consumer products divi- 
sion, our executive vice-president 
completely reorganized marketing 
administration. Authority was 
broadly delegated, but along with 
this authority went responsibility 
for cost control. 

Frankly, we like to refer to our 
cost-cutting as our cost-control 
program because our objective was 
not necessarily to reduce costs ar- 
bitrarily, but rather to ascertain 
what was contributing to them- 
and then to make certain we were 
controlling the causes. 

A structure was established to 
administer a total marketing pro- 
gram, with great care being taken 
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to see that there was no duplica- 
tion of effort. As far as we are con- 
cerned, marketing encompasses 
everything from the original prod- 
uct idea through the sale to the 
ultimate consumer. 

Here are the marketing duties as 
we see them: product planning, 
market research, costing and pric- 
ing, advertising, merchandising, 
warehousing, and sales. Every- 
thing, in short, but engineering 
and manufacturing. 


Product Planning 


Our present product-planning 
program reduces marketing costs 
because it’s a controlled program. 

First, it defines responsibility. 
Departments and individuals are 
aware at all times of their respon- 
sibilities and, therefore, can intel- 
ligently plan their efforts. 

Second, we operate with a prod- 
uct-planning control chart. This 
chart defines the timing for the 
various required events leading to 
the development of each product. 
It makes everyone aware of the 
progress that must be made, there- 
by reducing overtime due to fall- 
ing behind schedule. The chart also 
prevents violent deviations from 
straight-line developments; such 
as late changes, the addition of 
late models, and so forth. 

Adherence to the schedule per- 
mits introduction of new models 


into production on a_ planned 
schedule that reduces labor fluctua- 
tions, makes merchandise available 
at the market place when desired, 
and aids in controlling inventories 
of complete merchandise. 

But, there are more ways in 
which the chart serves: 


1. It indicates when all decisions 
must be made. 


2. Design and engineering load- 
ing can be scheduled to assure full 
advantage. 


3. Adequate time for tooling is 
provided. 

4. Adequate time for pilot run 
is provided. 

5. The release committee can 
calculate when new models will be 
ready for production so labor and 
line facilities can be intelligently 
programed. 


The third cost-saving factor in 
product planning is the result of 
the part that our product-planning 
manager plays. It’s his responsi- 
bility to attend all meetings—to 
fill in details and correlate the 
agenda of each meeting. Only 
limited attendance is required of 
others at initial meetings. Full at- 
tendance of all concerned is needed 
only at final design and full-line 
approval meetings. 

Every department in the mar- 
keting group has a voice in the ul- 
timate product, giving maximum 
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coverage to ideas and suggestions. 
For instance, the service depart- 
ment will require ease of servicing 
in the product being developed; 
and the purchasing and engineer- 
ing groups will concentrate on new 
materials, new ideas, and so forth. 
Production is constantly on the 
lookout for methods of reducing 
costs through simplifying assem- 
bly, standardization, and so forth. 
And advertising and merchandis- 
ing incorporate into the design 
gimmicks to be used in promo- 
tional work. 


Market Research 


Certainly we all recognize this 
department’s importance to the 
success of the over-all marketing 
concept, but our market research 
group is responsible for the activi- 
ties in two different areas. 

First, from a purely research 
standpoint, this group is organized 
to: 


1. Obtain the facts. 


2. Report the facts directly to 
top management. 


However, it does little good to 
develop and obtain facts if these 
facts are ignored when final deci- 
sions are made. Because of our 
giving top consideration to the re- 
sults of the group’s findings, we’ve 
achieved some large and tangible 
savings. 

Now, besides saving Motorola 
money by giving it facts that cau- 
tioned it not to produce an item, 
this department has also indicated 
when to make moves. 

The second area for which mar- 
ket research is responsible has, I 
believe, an even greater effect on 
cost savings than pure research. In 
this area the group must develop 
short- and long-range sales projec- 
tions and inventory forecasts for 
every individual model in the line. 
These forecasts are based upon: 


1. Historical sales by industry 
and Motorola. 
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Author Herkes joined Motorola's Chicago distributor 
as salesman in 1940. He was made sales manager of 
Motorola-Chicago in 1945, V-P of sales in 1952, and 
V-P and general manager in 1954. Motorola, Inc., 
named him V-P of sales in April 1956; and in Novem- 
ber 1956, Herkes was appointed V-P of marketing 


2. Current retail sales rates as 
indicated by returns on the war- 
ranty cards. 

The results of this activity have 
been the smoothing-out of produc- 
tion and the minimizing of inven- 
tory and liquidations—all costly 
and certainly money-saving if they 
are controlled. 

The market-research manager 
also participates in all the product 
release meetings. These meetings 
are attended by high-level repre- 
sentatives of production, purchas- 
ing, the merchandise group, and 
sales, as well as research. 

This group’s responsibility is to 
insure our division of minimum 
production interruptions and mini- 
mum liquidations through intelli- 
gent scheduling of all products. Its 
function, in our opinion, is one of 
the most important cost-control- 
ling operations in our entire divi- 
sion. Manufacturing interruptions, 
shortage of goods, or liquidations 
because of poor planning are ex- 
pensive, and this committee must 
keep all three to a minimum. 


Costing and Pricing 


Not too much to be said here, 
from a cost-cutting standpoint, 
except that in our business where 
pricing is dictated by competition, 
the successful operator will be the 
one with emphasis on effective ex- 
pense control, rather than gross 
margin improvement. When Mo- 
torola’s board of directors set up 
the consumer products , division, 
the department knew it was enter- 
ing into what we like to refer to 
as a “battle of overheads,” and the 
company who could best control 
these overheads would be the one 
most likely to survive. 


Advertising and Merchandising 


When the division was re- 
organized, advertising and mer- 
chandising were divided to effect 
cost control by pinpointing respon- 
sibility to separate individuals. 


Much emphasis and care were 
placed in tying in their budgeted 
expenditures with projected sales. 
And to properly control them, a 
budget manager is retained by this 
group which, in theory at least, in- 
creases the personnel cost of these 
departments. 

However, because of his activity, 
there have been absolutely no over- 
expenditures during the last two 
years; resulting in extremely sub- 
stantial savings over previous 
years’ activities by these depart- 
ments. The realignment not only 
controlled costs, but also had the 
effect of building up the efficiency 
of this group in both advertising 
and merchandising areas. 


Warehousing 


For many years, warehousing 
costs were an expensive burden. In 
order to have sufficient inventory 
for distributor and dealer sam- 
pling at the introduction of new 
models around the first of July, as 
well as to level out production, it 
was necessary to start producing 
around the middle of April. 

This forced us to warehouse ap- 
proximately 150,000 television sets, 
plus large quantities of radios and 
record players. 

Realizing that all Motorola dis- 
tributors had vacant warehouse 
space during the waning months 
of the model year, what was more 
natural than to use their facilities 
to store the starting load of new 
models? But a problem arises when 
one ships merchandise to distribu- 
tors in advance of the official intro- 
ductory date. Motorola spends a 
great deal of time, effort, and 
money to dramatically present its 
new line at conventions. Much of 
this would be lost if distributors 
and their salesmen “peeked’’ prior 
to the event. 

Solving this problem proved 
quite simple. We merely ship the 
merchandise to ourselves in care of 
the distributor’s warehouse. Our 
regional men police this program, 
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and as yet there are no reports of 
distributors violating this trust. 

This not only has reduced ware- 
housing costs considerably, but 
also assures distributors of having 
enough merchandise at the right 
place, at the right time. 


Sales 


A number of real cost savings 
were effected in sales because of 
attention to and reappraisal of the 
field sales force. 

Formerly, the field group was 
comprised of four districts, with a 
district manager in charge of each 
one, Reporting to these four were 
a total of 18 regional men. After a 
thorough evaluation of what was 
actually needed, it was decided to 
eliminate the district men. 

Then the regional men, who now 
report directly to our national 
sales manager, were asked to cut 
their expenses by 10 percent. As of 
this time, their savings are run- 
ning closer to 17 percent, without 
loss in their effectiveness. 

It was also decided to close a 
number of branches, some of which 
historically had been losing money, 
and turn these areas over to inde- 
pendent distributors. Now we are 
operating with only two major 
branches, and both are currently 
in the black. 


Traffic Department 


This department’s ultimate goal 
is to: 


1. Be an effective watchdog over 
all company costs with which the 
traffic department is concerned, in- 
cluding the costs incurred by the 
department itself. 


2. Prevent wasteful practices 
and needless expense such as those 
incurred through loss and damage 
in transit, premium transportation, 
car demurrage, transit delays, 
shipment of uneconomical quanti- 
ties, and so forth. 


3. Devise and put into effect 
those methods and practices which 
will make possible the proper con- 
sideration of those transportation 
costs which enter into each com- 
mercial transaction negotiated by 
all operating departments. 


Conclusion 


Now, to tie this whole cost- 
reduction effort together, a divi- 
sion controller has been appointed, 
and his value derives from these 
contributions: 


1. He is more familiar with 
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costs and budgets than anyone 
else. He’s more familiar with ac- 
counting terms. He can read finan- 
cial information more accurately 
than the operating members of the 
division. He can select one signifi- 
cant number from the mass of 
available numbers and bring it to 
the management’s attention for 
decision. 








pany, he can call on those services 
to the division’s advantage when- 
ever necessary. 


Actually, everyone at Motorola 
is interested in cutting costs be- 
cause savings result in greater 
profits and greater profits mean a 
greater share of profit sharing. 
Motorola has an excellent plan and 
our personnel department continu- 


with the operations and general 
services of the rest of the com- 


2. Because of his familiarity ally stresses efficiency as 
means by which employees 
realize greater benefits. 


“le Succeed, 
Pack a Better Pickle 


Quality is more important than price. The firm of H. W. Madison Com- 
pany, well-known pickle and salad dressing maker, has proved the 
truth of this statement with 25 years of growth and accomplishment in 
the highly competitive food processing industry. In the face of today’s 
leveling-off period, it might be instructive to review its experiences. 


Starting a new business venture in the midst of the gloom of the Great 
Depression, the late H. W. Madison soon decided the way to success 
was not to compete with companies cutting prices and lowering quality 
standards. He felt there were enough people willing to pay current 
prices for an even better pickle, and so he set out to find ways of im- 
proving his product. 


He was right. During the ensuing 25 years, the firm of H. W. Madison 
pioneered the use of pedigreed seed for cucumbers, supplying its 
farmers with the best seed available and conducting its own school for 
acreage men. Instructions were also given on fertilizing the soil and the 
most effective pesticides to use under varying conditions of soil and 


climate. 


Customers responded by buying more and more H. W. Madison pickles, 
until today its business has expanded over 30 times, requiring a plant 
12 times the original size. 


The firm now works with leading universities on projects of research, 
maintaining a laboratory pilot plant in miniature on the premises at 
Medina, Ohio. This testing laboratory simulates exact plant conditions 
and enables the company to make small test runs for better control of 
methods and quality of its products. 


This proof of the importance of quality over price is something for all 
businessmen to remember when they face stiffened competition in 
1958. A customer's confidence in your firm's integrity cannot be meas- 
ured in terms of money. 
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Concentrate 
on Cardinal 
Responsibilities 


All successful executives share 
one crucial characteristic: the 
ability to isolate and concentrate 
on their really essential respon- 
sibilities. This first demands the 
ability to discriminate between 
what you alone must do and 
that which can be done by sub- 
ordinates—or neglected. Then 
stick to your job. 
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Delegate, 
Deputize, 
Direct 


Actual, effectual delegation 
never has been common. It rests 
on trusted and trusting subordi- 
nates who know the precise area 
of their own authority. Manage- 
ment by delegation is manage- 
ment by exception. Only you 
can define what is the rule, what 
the exception. Such a relation- 
ship takes much time to create. 





Establish a 
Comprehensive 
Work Schedule 


“Plan your work, work your 
plan,” is another ancient adage. 
You need more than one plan. 
First, there is one for daily du- 
ties, and another for weekly, 
and quarterly, and annually, and 
periodically, etc. A certain flexi- 
bility is highly desirable. Some- 
times it is wise to break routine 
long enough to put a fire out. 





Exercise 
Time 
Management 


Time management is time con- 
sciousness, a constant awareness 
while at work that there’s too 
little time for you to give even 
your cardinal responsibility the 
attention you would prefer. It is 
faithful adherence to your work 
schedule. It is prudent use of 
“leftover” minutes and hours. 





Structure 
Yourself 
Some Solitude 
































Solitude is the opportunity to 
use without interruption the 
time you have saved up by the 
measures outlined above. It is 
the chance to ponder and plan, 
minus the distractions that ordi- 
narily intrude upon you. Soli- 
tude is most productive when it 
is planned and inviolate. It is a 
state of mind, a state of things. 
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Your Executive Abilities 





HOW 





To determine your cardinal responsibilities first 
list all the activities by which you could con- 
tribute to your organization’s mission. By anal- 
ysis, discussion with your superiors (or com- 
munication with your customers), select those 
responsibilities that you and you alone can best 
discharge. Such judgment requires profound un- 
derstanding of your organization’s purpose. Con- 
centrating on essentials calls for self-discipline. 
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(Sorry, there are no cary ways) 


WHY 








Your cardinal responsibilities may not be the ob- 
vious ones. (It has been demonstrated that the 
prime duty of a chain restaurant chieftain is real- 
estate management.) Concentrating on central 
issues inevitably confronts one with decision- 
making: hard, repellent, risky work. This tempts 
you to wander back to the fascinating details of 
some earlier functional work. Avoid such shirk- 
ing, such specialization, such preoccupation with 
beguiling but irrelevant trifles. 
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Begin with your closest associate, your secretary. 
Let her do all your filing. No exceptions. Let her 
compose all your letters, save those that really 
require you, yourself, to dictate. If your firm has 
a transcribing pool, let it handle as much as pos- 
sible of your dictation. With your other subordi- 
nates, achieve a similar division of labor. You'll 
need a general operating plan, augmented by 
brief, regularly scheduled meetings. (Over coffee 
cups?) 





Your master plan embodies four factors: your 
cardinal responsibilities; the needs and abilities 
of those to whom you've delegated some of your 
duties; the natural tempo and cycle of your work 
flow; and such personal elements as the period 
during the day when you are at your best. Your 
subordinates should know your timetable—and 
help you stick to it. 
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Time management is produced by an ability to 
read discriminatingly (and swiftly, with reten- 
tion); by eschewing those who need not (or can- 
not) pay time the respect you must; by impa- 
tience with long interruptions from your work— 
especially by lengthy luncheons; by recognizing 
that much of the world’s best work was done by 
men who refused to let sickness or fatigue deter 
them. 
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You must erect a thick wall between you and the 
many who would rob you of your solitude. It can 
be a hideaway room in a quiet corner of your 
warehouse, an afternoon regularly spent in your 
study at home, or a series of lights above your 
office door: red, “Don’t disturb me under any 
circumstance”; yellow, “I’m busy but if it’s im- 
portant come in”; green, “Come right in.” 
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It is a far more artful feat to share the load than 
to carry it yourself. Much more resultful, too. 
Because: (1) A well-led team can outproduce any 
of its members, however able. (2) A by-product 
of team effort is well-trained management talent. 
Such skill can only be learned by doing, guided 
by your counsel. Since seasoned management 
talent is such a scarce commodity, a man demon- 
strably able to produce it is more than just an- 
other executive to his company. 
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Effective executive behavior resembles that of a 
symphony orchestra conductor—not that of a 
drummer in a jazz band. To have time to direct, 
to correct, to examine, and to exhort, the ad- 
ministrative detail for which you are responsible 
must be programed. You would fire an office man- 
ager who made only haphazard use of an elec- 
tronic data-processing machine. Yet such equip- 
ment has infinitely less cybernetic capacity and 
value than your own mind. 
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Your work year is only about 2,000 hours long 
and must be husbanded if you are to stand out 
above the pack. Avoid the habit of taking a brief 
case of work home with you. This can become a 
subtle force that tempts you to procrastinate 
while you are at work. L. L. (Tex) Colbert, 
Chrysler Corp. president, rarely takes work home. 
Why do you have to? 
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One of the most important contributions you can 
make to your company is creative thought about 
its needs, present and future. Another is the 
quality of generally being right in the decisions 
you make. Both these important contributions 
call for reflective contemplation and planning. 
Solitude not only gives you the opportunity for 
such thought but can actually stimulate it. 





Sy Loug-Rauge Planning 
Shape Your Company’s Future 


Among the numerous uncertainties facing 
any company, there are some over which 
it is possible to gain more and more con- 
trol. Using these controllable elements as 
guideposts, firms can prepare for the future 


By William D. McEachron 


Head, Long-Range Planning Group, Standard Oil Company (Indiana) 


LTHOUGH the two terms are sometimes inter- 

changed, “prediction” and “plan’’ hardly stand 
for the same process. ‘‘Prediction” refers to the present 
estimate of future events over which we have no 
control. ‘Plan’ is the general word for a proposed 
method of action or procedure. 

A company can predict without planning; it can 
plan without predicting. It is essential to recognize 
this distinction if one is to distinguish between the 
controllable and noncontrollable elements in planning 
work, and to treat them appropriately. The distinction 
is also helpful in that it reminds us that inability to 
predict the future need not necessarily restrict our 
ability to plan. 

Normally, the creation of a business plan starts with 
a prediction of the environment in which the business 
will operate. As the development proceeds, this stage 
of pure prediction gradually shifts to estimation of 
elements over which the business has more and more 
control, Thus, a tentative plan begins to evolve. 

As this tentative plan takes form, and even after it 
is completed, it is important that it continually be 
checked against the objectives of the business involved 
and the realities of business life. This checking-back 
process and the resultant modification of the plan can 
be labeled ‘‘feedback.” 
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Purpose of Business Planning 


A logical starting point is to find out what useful 
purpose is served by organized business planning 
what is its justification? what is its objective? 

Perhaps the most obvious and correct use of long- 
range planning is to give a corporation lead time—to 
enable it to get ready to meet future events, and to do 
this on an orderly basis rather than relying on some 
kind of crash program. For example, long-range plan- 
ning can help us provide capacity to meet sales in 
the future. It can also help us provide adequate financ- 
ing and adequate personnel to operate the business in 
the years ahead. It may help us guide research and 
development programs into the most promising fields. 

A second objective of long-range planning, and one 
that places considerably less reliance on our ability 
to predict the future, is to integrate a company’s 
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actions. It does a company no good for the sales de- 
partment -to plan its efforts and facilities for a 25 
percent increase in sales if, at the same time, the 
manufacturing department builds its equipment to 
supply products for only a 10 percent increase in sales. 

In addition to helping us be prepared to meet the 
future, and synchronizing current efforts and plans, 
formal long-range planning is useful in two other 
areas. One of these is to give perspective to current 
decisions, to provide something of a background 
against which we can measure the attractiveness of a 
given investment or some other decision that carries 
with it a long-time commitment. For example, ade- 
quate evaluation of a plant improvement that is ex- 
pected to have a life of 20 years makes it highly 
desirable for us to have some idea as to what these 
20 years may look like. 

And last, but not least, long-range planning can be 
an important element in administrative control. It 
permits us to set down performance standards in 
advance so that we may test ourselves as the future 
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unfolds to see whether or not we are actually on 
target in terms of efficient operation. 


Characteristics Affecting Planning 


The extent to which corporate long-range planning 
is capable of meeting these objectives is determined to 
a very great extent by the economic characteristics of 
the particular business involved. Some of the more 
important of these economic characteristics are the 
stability or instability of demand and supply, the way 
in which the product is used, and the rate of tech- 
nological change. 

Thus from an analysis of these few factors we can 
see why in some industries it is both possible and 
necessary to forecast and plan relatively far ahead, 
some 10 or 15 years or longer; while at the same time 
other industries find it difficult to extend their think- 
ing even two, three, or four years into the future. 


Forecast of Sales Potential 


Usually we start our planning program with a 
forecast of general parameters that gauge the growth 
of our country’s economy as a whole. One of the most 
fundamental of these is population. 

Figure 1 shows the growth in United States popula- 
tion since 1900, and as projected through 1975 by the 
Census Bureau. The increasing spread in future years 
represents differing assumptions as to birth rate. 
Even as it stands, this projection is specific enough to 
give us some insight into the economy of the future, 
indicating as it does an annual increase in total popu- 
lation of between 1.2 percent and 1.6 percent over the 
next two decades. 

Actually, it is much more revealing to look at specific 
age segments of the population rather than the popula- 
tion as a whole. For example, if we are interested in 
expansion of the market for washing machines, the 
number of people entering marriageable age each 
year would be of considerable significance. Figure 2 
exemplifies the situation by showing the number of 
people in the 20-24 age bracket. 

During the 1960’s we can expect the size of this 
group to increase by over 50 percent, a greater increase 
than in any preceding decade since 1900, and more 
than three times the rate of increase expected for the 
population as a whole. And here we are not concerned 
with unreliable predictions of future birth rates; these 
people are already with us, as overcrowded class- 
rooms in our elementary schools so eloquently testify. 

Of course, analysis of population trends cannot tell 
the whole story of our economy, since it leaves out 
increasing production and consumption per capita. For 
this broader coverage, economists frequently make 
use of Gross National Product, which represents in 
dollar terms the total output of goods and services in 
the country. 

The estimate of GNP for future years is based on 
a projection of the labor force segment of the total 
population, a continued decline in hours worked per 
week, and the assumption that output per man-hour 
will increase at a rate of about 3 percent a year. 

Forecasting of sales potential can be approached in 
two ways. One is. the building-block approach, which 
involves independent forecasts of the growth of differ- 
ent kinds of consuming units—automobiles and farm 
tractors, for example. The other is the top-down ap- 
proach, in which the primary forecast is of total 
demand per se, largely on the historical pattern of 
growth. Both approaches have their advantages and 
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disadvantages, and in our company we use one as a 
check against the other. 

Direct projection of total demand is of course easier 
to do, and also in a sense makes some allowance for 
new uses and new products, at least to the extent that 
such innovation has occurred in the past. On the other 
hand, such a forecast is less useful in that it gives us 
little or no detail as to the product mix involved. 

A more serious objection to direct projection of total 
demand is that it precludes the use of any insight that 
we may have with respect to specific product uses. 


Development of Company Plan 


Figure 3 (page 24) diagrams some of the more im- 
portant factors that are involved in translating a 
forecast of economic conditions and sales potential 
into an acceptable corporate plan. The chart is highly 
simplified in order to make it comprehensible in its 
entirety, for its significance lies in the organization and 
interlocking nature of its component parts rather 
than in any one or two of its elements. 


Forecast of Growth 


In general, the chart proceeds from upper left to 
lower right. Thus, we start with a forecast of growth 
in the economy as a whole and finally wind up with a 
company response that shows a satisfactory return on 
investment. Not only does the general economic fore- 
cast lead directly to the forecast of sales potential, 
but also—as suggested by the radiating lines—it in- 
directly permeates the whole pattern of corporate 
planning. A somewhat similar permeating influence is 
exercised by the actions of competitors, shown by the 
upper right-hand block, except that in this case the 
influence is more dependent on our own actions. 


Sales Potential 


Now let’s take a look at the pattern in greater detail, 
starting with the forecast of sales potential. The next 
step is a forecast of market share; that is, the ratio 
of our own sales to the sales potential. Market share 
can be projected in the light of historic trends, but it 
may be more meaningful to treat it as a variable 
ranging within attainable limits. 

After the block representing company sales the 
path diverges, although the divergent routes are still 
very much interrelated. Since the most economic way 
to meet the projected sales volume is still an open 
question, several different plans of attack are usually 
formulated and carried along each of these routes 
until an appropriate selection can be made. 


Selling Price 


Proceeding to the right we have the estimated reali- 
zation or selling price of the products involved. Obvi- 
ously, the price at which we can move the projected 
volume of sales is directly affected by competitive 
forces, although this influence is difficult to gauge 
quantitatively. Likewise, our projected market share 
and its direction and rate of change are also tied in 
closely with selling price. 

The cost of marketing is also somewhat influenced 
by competition, although the company’s own efficiency 
and proper selection of marketing method is perhaps 
more apt to play the dominant role. 

Other costs include raw materials, manufacturing 
costs, transportation charges, depreciation, income 
taxes, and so forth. These costs and the resultant net 
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earnings are, of course, different for each plan under 
consideration. 

Starting with company sales and proceeding down- 
ward to the left we pick up inventory requirements 
and other working capital required for each plan. In- 
cluded in this category should be an estimate of 
accounts receivable, cash to be kept on hand, and so 
forth. 


Investment Evaluation 


The third route from company sales passes through 
the block marked ‘investment evaluation.” Perhaps it 
should be marked “plan evaluation” instead, for it is 
here that we determine the relative economic attrac- 
tiveness of all of the various plans that have been 
considered. Here we answer such questions as: Should 
we make or buy? What size and type of facilities should 
be installed? When should they be built? And so on. 


This is one of the most important phases of the 
entire planning program, and is one of the major 
points of feedback in the planning pattern. In this 
evaluation, fixed investment is especially critical be- 
cause it represents a long-term commitment to a more 
or less specific course of action. 

One of the most recent and probably the best of the 
methods for evaluating a prospective course of action 
in which investment is involved is the so-called ‘dis- 
counted cash flow’ procedure, also sometimes called 
“investor’s rate of return” or “profitability index.” 
This procedure is sufficiently comprehensive to permit 
inclusion of all pertinent economic factors in the in- 
vestment evaluation. For example, though the linkage 
is not shown on the chart, the proper application of 
this procedure would pick up additional working 
capital required for the operation of the facilities 
involved. 

Let us then assume that we have selected what 
appears to be the best course of action, based on 
evaluation of our own estimates of various courses of 
action that we have considered. What then? 
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Financial Feasibility 


One test that must be made sooner or later is that 
of financial feasibility. In other words, how can we 
finance the proposed plan? In many large companies, 
cash for new facilities is generated for the most part 
through retention of earnings. This route is shown 
on the chart, starting with net earnings—this time for 
the corporation as a whole—and proceeding to the 
left. Thus, the application of our dividend policy to net 
earnings will indicate retained earnings; and this, 
when depreciation charges are added back, represents 
total cash available from within the company. 

On the other side of the ledger, the need for capital 
can be divided into two parts, which in our company 
we classify as “expansion capital” and ‘maintenance 
capital.’”’ Expansion capital covers both the cost of 
new facilities needed to expand operations and the 
added working capital required. Maintenance capital, 
as we use the term, represents capital expenditures 
which primarily go to maintain rather than to in- 
crease earning power—-such as replacing worn-out 
equipment, equipment for improving product quality 
where no increase in selling price is involved, facilities 
made necessary because of changing laws or labor 
standards, and the like. When the company’s total 
capital expenditure program is broken down into these 
two categories, it should be possible to relate mainte- 
nance capital to the level of sales or earning power and 
expansion capital to the rate of growth. 


Cash Outgo 


Taken together, maintenance and expansion capital 
constitute cash outgo as shown in the chart. The ques- 
tion mark signifies the comparison of cash outgo and 
cash available from internal sources, and constitutes a 
second point of feedback. To the extent that there is a 
surplus, the rate of company expansion could be 
stepped up, or dividends to the stockholders increased. 
If, on the other hand, a deficit that cannot be made up 

(Continued on page 28) 
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The Long-Distance Telephone Call 


PART | OF A TWO-PART SURVEY OF COMMUNICATIONS 


“Talk is cheap,” an old adage says. But don’t 
tell that to the man who pays the company bills 
for telephone calls, telegrams, and teletype mes- 
sages. He may have his own opinion on the subject. 
In fact, he may thrust in your face a detailed list 
of messages, none of which seems cheap to him. 


How long is the list? And what is he doing to 
shorten it, or to have less expensive items on it? 
These are the questions AMERICAN BUSINESS asked 
a number of comptrollers and others. 


Their answers showed that 8 percent of the 
companies make from one to 10 long-distance phone 
calls in an average week; that 37 percent make 
from 11 to 50 such calls in a week; that 18 percent 
make from 51 to 100; 33 percent from 101 to 500 
calls; and that 4 percent make over 500 long- 
distance phone calls in a week. 


NO REGULATIONS 


Even with this many long-distance calls being 
placed each week, some companies (11 percent) 
make no formal effort to control the calls. For in- 
stance, a mining company in Minnesota writes: 
“Interoffice communication is definitely a problem 
with us, but we are not taking any special steps 
at this time to make our communications more 
effective and at less cost.”’ The assistant comptroller 
of a metal company in New York explains his atti- 
tude toward controls: “I have long realized ‘com- 
munications’ as a fertile area for cost reduction. 
However, our management feels that too much 
employee antagonism and dissatisfaction would be 
created if we were to begin restrictions on telephone 
calls, and so forth. As long as our monthly expenses 
remain constant for these items, we feel they are 
not excessive.”” An eastern photographic company 
agrees: “Nothing we have done has been satisfac- 
tory, but we don’t want to get tough.” 








How many long-distance calls do you make in 
a week? 
1- 10 8% 
11- 50 37 
51-100 18 
101-500 33 
Over 500 4 











Without getting tough, 10 percent of the compa- 
nies periodically do issue written reminders to keep 
phone calls economical. In Charlotte, N. C., Hollings- 
worth’s GMC Trucks, Inc., covers the subject from 
time to time in staff meetings that stress the im- 
portance of limiting long-distance calls to those 
that are profitable for the organization. The com- 
pany asks its employees to question themselves: 
“Is this a profitable investment of my company’s 
money ?” 


OTHER REMINDERS 


The rest of the respondents rely upon the spoken 
word to remind persons to keep calls at a minimum. 


More than a few organizations equip their execu- 
tives with a small three-minute hourglass that lets 
the man making a long-distance call see when the 
basic unit of time is running out. 


Approximately 44 percent of the companies keep 
an itemized record of long-distance calls. In most 
cases, this log is forwarded to the accounting de- 
partment (either daily, weekly, monthly, or bi- 
annually); and quite frequently a report listing his 
calls is made to the individual or his department 
head. 


A western carpet manufacturer issues a monthly 
review of calls, itemized by date, cost, and location 
called. The manufacturer says, “The person makes 
a better effort to control calls when he realizes the 
total cost per month,” 


LOG-WATCHING 


Each selling department of a Denver firm is 
charged with its telephone and telegraph expenses. 
Actual expenses are compared with a quarterly 
budget that has been set up: figures for the previous 
quarter, the previous year, and industry ratios (as 
obtained from trade association figures). The com- 
pany reports this post-audit quickly draws attention 
to unusual expenditures, but “it is then up to the 
department head to use his own devices to control 
them.” 


Alert companies make sure, however, that the 
money, time, and effort spent in making and keeping 
a log of long-distance calls is not greater than the 
results it produces. A check to see whether or not 
sufficient information for your company records is 
included in the monthly statement from the tele- 
phone company is advisable. 

Pre-call planning is urged by many executives. 
Basically, this includes making a penciled list of 
items to be discussed; and then having the proper 





statements, files, or other information about these 
subjects at one’s finger tips before the call is begun. 
If beforehand it is possible to send a letter or tele- 
type to alert the person at the other end of the wire 
as to the subjects to be discussed, and the time of 
the call, he can be similarly prepared and the call 
will most likely be more productive and less time- 
(and money-) consuming. 


THE GROUP CALL 


Another type of pre-call planning—the group 
call—is specifically mentioned by only 6 percent of 
the companies. For the group call, notice is passed 
around the office by memo or the switchboard 
operator that a long-distance call is to be placed to 
a frequently called location. Those wanting to talk 
to someone at that location can do so in turn, and 
the over-all rate for the one long call will be cheaper 
than for calls equaling the same length of time 
placed individually. 


One user of the group call, the Cyclone Filter 
Corporation of Longmont, Colo., writes: “Since a 
great number of calls are between our plant and 
our home office in Chicago, we try to group them. 
Departments are contacted to see who desires to 
speak to parties in Chicago, and the calls are made 
on a Station-to-station basis. Generally, we are able 
to contact at least one of the several parties on 
the list.” 


Different from the group call is the conference 
call. In the conference call, three or more persons 
in the same or different towns are connected simul- 
taneously, rather than consecutively, and they may 
conduct a telephone conference, complete with 
group interchange of ideas or on-the-spot reports 
of conditions across the country. At least one tele- 
phone company official has expressed surprise that 
more businessmen are not using the conference call 
since, in most cases, its cost is less than that for 
calls placed one at a time to the individual persons 
and its advantages are greater. 


At Trailmobile, Inc., Cincinnati, the conference 
call or round-robin call is “charged to the depart- 
ment obtaining the benefit. The department head 
is then held responsible for the budget.” 


COLLECT CALLS 


Whether or not to accept long-distance calls is a 
question for some organizations. Twenty-seven per- 
cent of the companies have a policy not to accept 
them, and 54 percent will accept collect calls. An- 
other 19 percent will, with reservations, accept 
collect calls. In almost all cases the decision to 
accept the call is made by the person being called, 
rather than by the switchboard operator. 


One firm accepts the call only if it recognizes the 
caller as a customer or if it has “other reason to 





Will you accept collect long-distance calls? 





Yes 54 %o 
No 27 
Perhaps 19 














A Comptroller’s Prayer 


O, Lord, if they don't have to call long-distance, 
let them: send a telegram. if they don't have to 
send a telegram, let them send a teletype. If 
they don't have to send a teletype, let them 
send a special delivery letter. 


If they don't have to send a special delivery let- 
ter, let them send it airmail. If they don't have 
to send it airmail, let them send it first class. If 
they don't have to send it first class, let them 
send it second class. If they don't have to send 
it second class, let them send it third class. 


Better still, O, Lord, let them wait till the other 
company calls us. 











believe that the cost will qualify as a good invest- 
ment of company money.” A New York company 
accepts calls only from its salesmen, and then only 
when it knows of a “‘situation which gives rise to a 
collect call.’ 


COMPARISONS 


Certain comparisons should be made by the long- 
distance caller who is interested in obtaining the 
most for his money. Surprisingly, it may be 
cheaper to telephone long-distance than it is to 
write a letter. Dartnell has found the cost of a 
business letter to be $1.70. Many long-distance calls 
can be made for this price, and the advantages of 
time saved and person-to-person contact—not found 
in a letter—are gained. 


Another comparison is whether the service of a 
person-to-person call can be matched by a less- 
expensive station-to-station call. In many instances, 
just as much benefit can be gained from the latter 
at a saving for the caller. A third comparison be- 
tween the costs of the basic three minutes of a 
telephone call and the basic 15 words of a telegram 
could prove economical. The costs vary for different 
locations and distances. 


Another idea is offered by a Chicago businessman 
who suggests that persons who regularly make long- 
distance calls between the same persons or the same 
branch offices select a time of day that is mutually 
accepted as “telephone time.’ Then the persons 
usually involved in the calls should make a special 
effort to be near their phones at this time, as one 
means of speeding the calls. 


After surveying its telephone usage, the Nashua 
Corporation, Nashua, N. H., found its lines were 
busiest from 4 to 5 p.m., and next busiest from 
3 to 4 p.m. To help relieve the overloaded situation 
as much as possible, the company urged through 
its employee magazine that (1) only essential calls 
be placed after 2 p.m.; (2) that the least-busy hours 
(8-11 and 12-2) be utilized as much as possible; and 
(3) that personal calls be held to a minimum and 
made on the pay telephone when possible. 


(Telegram and teletype practices will be related 
in next month’s survey.) 
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It isn’t often that anyone wants 600 
copies of a 2,000-page report. 

But a client of Michael Baker, Jr., 
did. Michael Baker, Jr., Inc., is one of 
the country’s largest consulting-engi- 
neering firms, and the voluminous re- 
port at right, above, concerned a vital 
and extensive engineering project. 

Normally it would cost many thou- 
sands of dollars to set up and print the 
required 600 copies of a report as 
lengthy as that. It would also involve 
considerable time. 

But each page of this report was 
copied by xerography onto offset paper 
masters at amazingly low cost and time 
consumption. Then 600 copies were 
run off on an offset duplicator, and 
each page was as beautifully crisp and 
clear as the original. 


What’s xerography? 

That would have been a fair ques- 
tion only a few years ago when The 
Haloid Company first unveiled it. But 
today xerography is widely known— 
in industry, business, and government 
—as the world’s most versatile copying 
process. 

If you’ve installed it at your plant, 
you know that paperwork duplicating 
of all kinds is no longer a problem. 
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—or a monumental report of thou- 
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masters quickly by xerography for run- 
off of multiple copies at low cost. 

It will pay you to investigate xerog- 
raphy’s advantages. 
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By Long-Range Planning, Shape Your Company’s Future 


(Continued from page 24) 


from existing cash surpluses is indicated, additional 
debt or equity capital must be secured, or the capital 
expenditure program reduced. It is also of interest to 
compare maintenance capital to depreciation charges, 
which gives some insight as to whether the rate of 
depreciation is adequate to maintain corporate earning 
power at the existing level. 


Return on Investment 


The acid test for the entire forward plan, however, 
and the final point of feedback is represented by return 
on investment, as shown in the bottom row of the 
chart. Return on investment is the ratio of estimated 
net earnings to projected total assets where total 
assets are defined as the sum of working capital and 
net fixed assets. 

If this return on investment is adequate—that is, if 
it meets or exceeds the company’s cost of capital—the 
forward plan as it stands may be satisfactory even 
though it may not be optimum. But if the projected 
return on investment is inadequate, the entire program 
deserves rather careful scrutiny. This going back over 
the plan in the light of the final answer is where the 
feedback approach plays its dominant role. 

In spite of its importance, it is difficult to say very 
many words about this procedure. It is largely a matter 
of cut and try, and then try some more. 

Of course, it may be that the future is the victim of 
the past, that fixed assets already built tend to drag 
down the return on investment in the future. In the 
long run, however, the forward plan should show cor- 
rection of this situation as the present plant is re- 
placed with more efficient equipment in the future. 

If the fault lies in the plan itself, it may be helpful 
to analyze insofar as possible the operations and cost 
structure of competitive companies, and set perform- 
ance standards in the light of this analysis. It may be 
small comfort to realize that a competitor is making 
a profit on a product that your own company is selling 
at a loss, but that same fact is a good starting point 
for an analysis to find out why. 


At any rate, it is to be hoped that finally, after dint 
of much such analysis and cross analysis, a plan is 
achieved that is both workable and economically de- 
sirable. I use the term “hoped,” for success in this 
kind of effort is by no means guaranteed. Many things 
could still be wrong—in fact, the industry itself could 
be economically submarginal or its entire price struc- 
ture inadequate. 

Even granted an acceptable plan, however, there is 
still the problem of keeping it up to date and competi- 
tive. No forward plan should be considered as fixed for 
very long. 

Prediction Important, But . . . 


There is no denying the importance of the role that 
prediction plays, but it is possible to overemphasize it. 
We have already seen that, although we may be 
limited in our ability to foresee .he future, this need 
not necessarily limit our ability to plan. Some events— 
such as the number of people of marriageable age— 
can be foretold with very little reliance on any crystal 
ball. 

In many cases, we can be reasonably sure that prod- 
uct demand will increase even though we don’t know 
the speed with which the increase will take place. 
Planning under these circumstances may well be used 
to determine the sequence of company actions, with 
the timing of these actions still considered variable. 
This concept has sometimes been called the ‘‘file-drawer 
approach,” in that successive plans can be unsheathed 
as needed. 

On the other hand, it is all too easy to overlook the 
significance of feedback in the planning operation. It 
is in this area—where we test and evaluate alternative 
courses of action, where we judge our prospective per- 
formance in the light of our competitors’ actions, and 
where we measure whole programs against financial 
considerations—that a company exercises control over 
its own future. While the problems are still off in the 
future, and time is not yet critical—this is the period 
for exploring new ideas and new concepts in the search 
for not just any solution but the best possible solution. 





Forms Design Saves Money for MONY 


using the form; and representa- 


Like other large, well-managed 
companies, Mutual of New York 
wages a constant struggle not only 
to reduce the volume of its paper 
work, but to cut the costs of proc- 
essing and storing it. 

Though the program is broad, 
affecting practically all operations 
and departments, its results are 
probably most notable in the con- 
solidation and_ simplification of 
forms. MONY uses more than 
1,700 different kinds, most of 
which are duplicated and some of 
which are in multipart sets. Dupli- 
cation is commonly achieved by 
the use of one-time carbon sheets. 
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But in certain cases, especially 
where selectivity is essential 
(transference of different data to 
different sheets of the set), spot 
carbonization is used. This is a 
process of applying carbon in pre- 
determined areas and shapes to the 
backs of single or multiple form 
sets, through the use of a hot wax 
mixture electronically controlled. 

A watchdog committee keeps a 
constant eye on MONY forms. 
Whenever a supply of one needs 
replenishment, the committee— 
made of the planning division 
head, Herman Knauss; a repre- 
sentative of the operational unit 


tives of the sales, law, and public 
relations departments — reviews 
the form in question for possible 
changes or improvements. 

In the design and redesign of a 
form, consideration is given to its 
physical arrangement and method 
of duplication, as well as the 
phrasing of questions to reduce the 
time and space needed for answers. 
In many instances, questions have 
been rephrased to completely 
eliminate the need for writing an 
answer; a check mark does the 
job. One change eliminated the 
need to notarize 75 forms! 
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Your new engineer may be 
a whiz, but if he can't trans- 
late his knowledge into un- 
derstandable business re- 
ports, you are getting only 
half of what you pay for. 
Here are a few pointers on 
how to develop the knack 
of good business writing 


Your Technical Reports Unreadable? 
Make Them a Joint Effort 


By Warren W. Wood 


Specifications Analyst, Convair—Fort Worth 


NGINEERS, engineering man- 

agement, top management all 
agree that technical writing is be- 
coming increasingly important and 
must be improved. But here their 
unanimity stops. In fact, theories 
about causes and cures are about 
as varied as the critics themselves: 
more English courses in college; 
refresher courses in writing re- 
ports, contracts, specifications, op- 
eration and maintenance manuals; 
and so forth. 

In the hot pursuit of cause-cure, 
the obvious has escaped notice. A 
newly hired man is expected to need 
some training or retraining before 
he starts producing worthwhile 
technical results. People are de- 
tailed to explain company design 
concepts, policies, practices, and so 
forth, to him. He is given a few 
routine tasks to try him out and 
allow him to “get his feet wet.” 
Finally, his adjustment complete, 
he begins to do the work for which 
he was hired. 

But, what of his writing? He may 
be practically illiterate, as far as 
anyone knows. But, usually, no 
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effort was made to discover the fact 
before he was hired. He is not given 
minor routine writing assignments 
to test his ability. He and his col- 
leagues proceed under two false 
assumptions: (1) Since no issue is 
made of his writing ability, it must 
not be important; (2) he can prob- 
ably write well enough to serve the 
purpose. Then, as so often happens, 
if he later proves incapable of good 
written expression, he loses profes- 
sional status under a criterion that 
was not applied when he was hired. 

The obvious flaw in the above 
procedure is correctable by an 
equally obvious minor change. The 
writing skill of a newly hired engi- 
neer should be tested during his 
relatively unproductive orientation 
period in the same way as his 
technical skill; that is, by routine 
writing assignments. Then, what- 
ever the results, his training can 
continue under a method similar 
to military “staff-study” procedure. 

The staff-study practice devel- 
oped from the fact that a responsi- 
ble officer, having more work to do 
than he has time in which to do it, 


usually gives subordinates the task 
of preparing completed documents 
for his signature. The subordinate 
discusses the problem with all con- 
cerned and submits the agreed-upon 
plan to the “Old Man” for signa- 
ture. An additional sheet frequently 
indicates the agreement or dis- 
agreement of the various staff 
officers. The Old Man can either 
sign it or throw it back (with or 
without comments). 

The staff-study principle is appli- 
cable to a company of any size. 
Assume that a project is under way 
and that specialists are studying 
the various subdivisions. At this 
point, the young engineer should 
be required to help in the writing. 
He is perfectly qualified to use the 
rough notes and oral comments of 
the senior engineers in drafting 
some of the paper work to accom- 
pany the project. Furthermore, he 
will be writing under the immediate 
supervision of specialists. 

This arrangement is attractive 
from all points of view. The senior 
engineer’s desk is cleared of a 
tedious, taxing chore, freeing him 
for his more essential responsibili- 
ties—his study, design, testing, or 
what not. The apprentice is getting 
valuable training, not only in his 
technical field but also in writing. 
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Top management is overjoyed be- 
cause the firm is saving the differ- 
ence between the junior’s and the 
senior’s salaries spent on the writ- 
ing phase of the project. 


Practice Important 


No one seriously questions the 
fact that good writing is more a 
matter of practice than anything 
else. A writer may know all the 
rules of grammar, punctuation, and 
diction by heart; he may be able to 
analyze every sentence ever writ- 
ten; and he may know what he 
wants to say backward and for- 
ward; but, without practice, he will 
fail miserably to produce unified, 
clear, and accurate copy. There- 
fore, by frequent assignment of a 
certain amount of composition to 
every engineer on the staff, man- 
agement will assure itself of a 
cadre of writers capable of turning 
out good, clean engineering writ- 
ing. And, if the apprentice engineer 
is required to do a certain amount 
of writing at the start of his career, 
he should achieve an early facility 
which will stand him and his or- 
ganization in good stead when he 
reaches higher-salaried brackets. 

At the executive level, the engi- 
neer thus trained in writing can 
delegate composition to others ac- 
cording to the staff-study principle. 
By virtue of his training and ex- 
perience, he will be able to evaluate 
the efforts of his subordinates, not 
only for their technical worth, but 
also for their literary effectiveness. 
He will have a thorough under- 
standing of the presentation prob- 
lem, and his criticisms will take 
the form of sound and constructive 
suggestions instead of bitter lam- 
entations about the illiteracy of 
his staff. 


The Presentation 


The presentation is also especial- 
ly adaptable to the staff-study 
approach. “Presentation,” as here 
used, means the presenting of the 
work of the executive’s department, 
firm, or profession in the most 
favorable light to the public or to 
a higher authority. These launch- 
ings, so to speak, have become 
extremely complex, elaborate, and 
expensive. Presentations take the 
form of both public addresses and 
reports (either written or oral) 
and are, because of their implica- 
tions of prestige and money, prob- 
ably the most important communi- 
cations the organization makes. 
The expenditure of thought and ef- 
fort in the creation of a successful 
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presentation is staggering. When 
the executive himself prepares the 
presentation (as frequently hap- 
pens) or else entrusts the job to 
one or two top subordinates who 
are thoroughly cognizant of his 
views and aims, it is likewise a 
fairly costly affair. 

With the staff-study procedure, 
the presentation could be broken 
down into smaller elements which 
could be written at considerably 
less cost by people at various levels 
of authority and with various de- 
grees of experience. Then, as the 
finished copy started coming in, 
editing would be a progressive op- 
eration through the various eche- 
lons; and the completed job could 
be accepted, rejected, or accepted- 
with-modifications by the man re- 
sponsible for the presentation. 

Thus, the responsible executive 
is given more time for the active 
administration of his office, the 
finished paper is enriched by addi- 
tional details and new points of 
view, and the presentation in its 
final form will more accurately 
depict the idea which the chief 
is trying to explain or justify. 


Study Writing Abilities 


If the staff-study concept is to be 
applied successfully, a close study 
of the writing capabilities of the 
staff members must be made. 

Normally, the senior engineer or 
manager is concerned chiefly with 
his subordinates’ technical ability, 
and quite rightly, too. After all, 
the only justification for hiring an 
engineer is that he will be able to 
engineer something—plan, design, 
improve, reduce costs, or even 
create or invent. But, gone are the 
days when that was all he did. Now 
in these times of paper work 
squared and even cubed, the old- 
time hairy-eared engineer—slide 
rule in one pocket, transit in an- 
other, bowie knife in unpolished 
boots—is, alas, no more. He has 
been replaced by a bookish-looking 
chap with ink-stained fingers and 
the harassed expression of the 
habitual paper worker. 

Therefore, since we are com- 
mitted to procedures wherein the 
engineer must be a contract spe- 
cialist, a specifications writer, a 
letter writer, and a memo drafter 
in addition to (or in place of!) his 
other duties, management must 
more and more consider the men 
as writers. Some will definitely be 
unsuited for the task because they 
lack the educational background 
and inclination to write or cannot 
be retrained. They should be left 


alone. Others violently dislike the 
writing job: They are the ones who 
brilliantly finish their technical 
work in a few days or weeks and 
then take months to report it. 

They are the ones whose output 
(both technical and literary) could 
be tremendously increased if ap- 
prentice engineers were assigned to 
do their writing. They are the ones 
who could be “eased” into the 
writing effort by practice on short 
things like letters and memos. They 
are the ones who can check the 
technical data in reports, thus ulti- 
mately becoming productive in the 
written output of the office. 


The Writing Drudge 


Then, there is the poor chap who 
regularly gets stuck with practical- 
ly all the writing in the place. Al- 
ready good at it and not at all in 
need of more practice, he is given 
an increasing amount of it, simply 
because he can get it out. Caught 
in this vicious circle, he sighs 
bleakly for the good old days when 
he was designing things and wearily 
picks up his pen. 

The trouble with that picture is 
that he is probably a good engineer 
because, besides his skill at writing, 
he comprehends the logical and 
intellectual problems of the design 
just as well as the mechanical ones: 
This makes his writing effective. 

This man should be given part- 
time assignments as editor and 
trainer of writers; thus, since he 
still has some time for technical 
work, he will not lose touch with 
design problems and will be able to 
help create other engineer-authors 
to help him bear the load. 


System Serves as Check 


Finally, the staff-study approach 
assures that the details are checked. 
As a draft moves through the 
various echelons of preparation, 
discussion, and approval, each per- 
son working with it should be 
required to check details. Thus, 
when it is finally ready for the 
Old Man’s signature, he can be 
reasonably sure of signing a com- 
pleted document well verified. 

We might as well face it: The 
Stone Age, Bronze Age, Iron Age 
are gone; we are now committed 
to survival in the Paper Age. More 
and more technical writing will 
have to be done. Engineers will 
have to do it. Since their time is 
limited (and a scarce national re- 
source), it ought to be husbanded. 
Use of the staff-study system will 
bring just such frugality. 
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HERE’S HOW 


Eastman Tag (3 “2 


gets faster processing from 


its new ADP order-billing-shipping system 


The Company’s original method involved 
manual calculating, writing, checking, and 
copying operations in various departments 
during normal order processing. Whenever 
changes were incorporated, the entire order 
was reprocessed. Cards were manually key- 
punched for many operations, making sec- 
ondary controls necessary. 


Automated Data Processing eliminated these 
disadvantages. It provided faster processing, 
machine calculation, accuracy, and cost con- 
trol with a minimum of manual operations. 


The new ADP system uses a 9-part Moore 
Production-Acknowledgment-Shipping Order 
as the initiating form. The Order is typed on 


an IBM Typewriter Tape Punch which auto- 
matically produces a by-product punched tape 
for conversion to punched cards. The cards 
prepare all subsequent records... including 
the Invoice and Statement. 


The Moore man, using Moore facilities, 
helped the Company’s systems men in the 
scientific design and construction of the forms 
that fit the Automated Data Processing 
system. The Moore forms are: a 9-part 
Speediset Production-Acknowledgment-Ship- 
ping Order; an 8-part Speedifio Invoice Form; 
a 2-part Continuous NCR Statement; an 8- 
part Continuous Marginal Punched Stock 
Goods Order-Invoice. 











If you would like to read the 
details in this booklet, write on 
your Company letterhead to the 
Moore Office nearest you. 


ee 
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MOORE BUSINESS FORMS 


NIAGARA FALLS, N.Y. * DENTON, TEX. »- EMERYVILLE, CALIF. 


Since 1882 the world’s largest manufacturer of business forms and systems. Over 300 
Offices and factories across U.S., Canada, Mexico, Caribbean and Central America. 
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Inert carbon dioxide gas floods into American Cyanamid's record vault from 
multijet nozzles, in make-believe fire to test fire detector located on ceiling 


Are Your Records Safe? 


Smother “Shat ire 


OSS of vital corporate records 
can spell different results for 

different firms. For many it has 
caused bankruptcy. For others it 
has meant hundreds or thousands 
of hours spent in duplicating lost 
ledgers. 

Even if a corporation duplicates 
or microfilms its records, the time 
spent in setting up new master 
books from the copies becomes a 
costly, time-consuming procedure 
to be avoided if possible. 

Carbon dioxide is ideal for the 


When gas flows, trip causes damper 
to close over duct automatically 
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fire protection of these records. 
First of all, it is an efficient extin- 
guishing agent and being an inert 
gas cannot damage the ledgers. 
Second, it eventually is absorbed 
into the atmosphere following dis- 
charge and leaves no mess to be 
cleaned up. 

Let’s see how one of the country’s 
largest corporations, with sales of 
$500 million annually, guards its 
records, 

First of all, American Cyanamid 
periodically microfilms its general 
and financial records and stores film 
in a location apart from the origi- 
nal documents. Second, the firm 
distributes periodic reports 
throughout the organization, so 
that a minimum of time would be 
required to reconstruct the original 
records (from the last microfilm- 
ing) in the event that they should 
be lost. 

According to W. B. Ward, assist- 
ant comptroller, every effort is 
made to safeguard the company’s 
original general and financial rec- 
ords. “We know that we could 
reconstruct them,” he explained, 


“but it would be a mighty expensive 
and lengthy job.” 

As a result, American Cyanamid 
keeps vital records in a fire-re- 
sistant vault approximately 20 by 
15 feet on the fourth floor of Radio 
City’s Eastern Air Lines Building 
in New York City. Each morning 
the ledgers required are drawn 
from the vault by people charged 
with their safekeeping. Each night 
they are returned and the vault is 
eventually locked. 

This method, Mr. Ward feels, 
gives the books maximum security 
against normal loss considering the 
need of reasonable access. However, 
what about fire? American Cyan- 
amid has this problem licked, too. 
It fitted its record vault with a 
carbon dioxide fire extinguishing 
system made by Walter Kidde & 
Company, Inc. 

If a fire should occur in the 
vault at any time, rate-of-tempera- 
ture-rise fire detectors react to the 
sudden heat increase and trigger 
seven 75-pound cylinders of carbon 
dioxide located just outside the 
vault. The pressurized inert gas 
floods from its containers and 
passes through piping to the vault 
where it is discharged from multi- 
jet nozzles in sufficient volume to 
reduce oxygen to a degree insuffi- 
cient to support combustion. This 
lack of oxygen causes the fire to 
be smothered in seconds. 


These 75-pound cylinders store the 
fire-smothering agent under pressure 


Built into the piping network are 
pressure-operated trips and 
switches which are actuated by the 
passage of carbon dioxide. They 
cause all forced draft ventilation 
for the vault to be turned off and 
sound an alarm. 
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Says Henry J. Kaiser: 


“I confess I was not always advertis- 
ing-conscious...’ 


5 


“American management cannot afford to relegate 

advertising to a secondary role. Management cannot 

afford to budget funds begrudgingly to advertising 

and then proceed to forget it, except perhaps to make 

an occasional carping criticism. Instead, advertising 

men must be taken closely into inner management 

Management counsels—for able advertising men can makea fantas- 
tically tremendous contribution to a company. I con- 

fess that I was not always advertising-conscious. In 

‘6 ° 99 many years as a builder, I wouldn’t permit the Kaiser 
learns new tricks name to be painted even on a steamshovel. If I have 
today reversed this attitude completely, it is because 

advertising has proved its worth— many times over— 

«-- THANKS TO ADVERTISING! in practical business applications. Now, our whole 
organization is advertising-minded. Top management 

should take constant interest in the advertising pro- 

gram to help infuse it with ideas, creative imagina- 

tion and the organization’s spirit. Top management 

should give real attention to the information supplied 

by its advertising agency on media and on customer 

opinion surveys. Otherwise, advertising cannot do 

the effective job that is required for the company to 

survive...to grow...and to serve an ever-widening 

circle of customers with better and better products.” 


Mo 


CHAIRMAN OF THE BOARD 
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return, lowers selling costs to the c 


AMERICA IS A BETTER AMERICA—THANKS TO ADVERTISING 
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Many firms have ‘‘adopted” other companies with 


markets, production facilities, or products the parent 
firm needed to strengthen its corporate life. The ad- 
vantages are numerous—the hazards great. Here 


are the experiences of several such companies 


HE advantages of diversifica- 

tion long have been apparent 
to American businessmen. Despite 
the apparent newness of the proc- 
ess, the current wave is not the 
first but the third such swell to 
ripple through the United States 
economy. 

Indeed, a _ diversification move 
that occurred in the first period 
probably presents the most vivid 
proof of its usefulness. In 1862, a 
young bookkeeper in a_ family- 
owned cooperage suggested the 
firm venture into the oil business 
to gain some control over the con- 
sumption of the barrels it made. 
Such strategy, still a common in- 
centive for diversification, proved 
sound, 

The family bought an oil well 
and the bookkeeper went on to 
found the Standard Oil Company. 
His name was John Davison Rocke- 
feller, of course. 

But diversification through ac- 
quisition never before has been 
such a frequent and important 
phenomenon as during the last 
decade. Diversification through 
new product development takes 
more time and is proportionately 
less common, though no less use- 
ful. It will be examined in another 
article. 

In the last year, the tempo of 
acquisitions has become so rapid 
that it’s a rare day when The New 
York Times’ business section does 
not have one big story to print, to- 
gether with two or three smaller 
items, run under a standing head- 
line, “Other Sales, Acquisitions.” 

Corporate “adoptions” or “mar- 
riages” in just the past 60 days 
have involved such companies as 
Eversharp, which was purchased 
by The Parker Pen Co.; Servel, 
purchased by Whirlpool Corp.; and 
Polymer Industries and the Frank- 
lin Research Co., both purchased 
by Philip Morris. The Budd Com- 
pany apparently has _ purchased 
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sufficient Solar Aircraft Company 
stock to take the California com- 
pany under its corporate wing. 
And stockholders of the United 
Drill and Tool Corp. and Green- 
field Tap and Die Corp. have ap- 
proved an outright merger. 

“Merger,” incidentally, suggests 
a combination of companies of 
similar size; while “acquisition” 
describes the union of companies 
of different sizes. 

The Federal Trade Commission 
studied the consolidations recorded 
by it during the period from Jan- 
uary 1, 1951, to July 31, 1954. 
The FTC discerned seven types of 
advantages of diversification: 


1. Additional capacity to sup- 
ply a market already supplied by 
the acquirer. 


2. Lengthened product lines. 
3. Product diversification. 


4. Facilities to produce goods 
the acquiring firm had formerly 
purchased. 


5. Facilities to process or dis- 
tribute goods the acquiring firm 
formerly sold. 


6. Facilities in markets not pre- 
viously served, but of the same 
type already owned by the acquir- 
ing firm. 


7. Other advantages (empty 
plants, patents, valuable “corpo- 
rate shell,” and so forth). 


The first type was by far the 
most frequent; some 40 percent of 
the acquisitions made during this 
period were to secure additional 
capacity to supply a market al- 
ready supplied by the acquirer. 
The next most frequent reason was 
to lengthen product lines; this 
reason spurred 25 percent of the 
acquisitions. 

A full-page advertisement an- 
nouncing the merger of Spector 
Freight System and Mid-States 





“Diversify and Conquer”—New Motto | f 


By John de Paul Hansen 


Freight Lines last June stated the 
case for added capacity: 

“In combining the substantial 
cash, capital, and credit resources 
of our separate firms, we are able 
to make major additions and im- 
provements in our terminal facili- 
ties and fleet. We are able to de- 
vote a full complement of our time 
and money to research and devel- 
opment in all segments of our en- 
terprise. No individual company, 
without the considerable volume 
that is being developed through 
this merger, could hope to provide 
the required minimum investment 
in research so necessary to the 
continuing improvement of our 
customer service.” 

Another more subtle but no less 
important consideration in acquir- 
ing a company, one not specifically 
mentioned in the FTC analysis, is 
the quality of its management. 
Frank Pace, Jr., board chairman 
of General Dynamics Corp., 
brought out this point when he ex- 
plained his organization’s diversifi- 
cation criteria recently: 

“We've got an eye out all the 
time for likely acquisitions. To be 
a candidate for the Dynamics 
family, a company must have some 
relation to an area in which we’re 
already operating, it must have 
substantial size, it must have first- 
rate current management—good 
executives are the scarcest com- 
modity going—and it must be in a 
growth field.” 

A wish to avoid too-heavy re- 
liance on one region or one con- 
tinent has provoked many a diver- 
sification move. W. R. Grace & Co., 
once best known for its liners ply- 
ing the Southern American routes, 
charted new courses, one of which 
brought it into the chemical indus- 
try—a growth field if there ever 
was one. But such navigation 
wasn’t a total innovation, as Vice- 
President John D. J. Moore points 
out: 
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»¥ for Growth 


“W. R. Grace & Co. has practiced 
diversification since its inception, 
and it has grown and expanded 
very rapidly as a result. 

“In 1945, the company, then 
over 90 years old, was engaged 
principally in three businesses— 
the manufacture of consumer 
goods in Peru, Chile, and Colom- 
bia; the steamship business be- 
tween the Americas; and the im- 
port-export and trading business, 
principally between the United 
States and Latin America. In addi- 
tion, it had some modest fertilizer 
and other manufacturing interests 
in the United States, a majority 
interest in the Grace National 
Bank of New York, and a 50 per- 
cent interest in Pan American- 
Grace Airways, Inc., known as 
‘Panagra.’ 

“Immediately following World 
War II the company, under the 
presidency of J. Peter Grace, 
grandson of the founder, launched 
itself on its most determined and 
energetic effort in the direction of 
diversification and expansion. As a 
matter of policy, the company de- 
cided to expand in the United 
States in order to give more geo- 
graphical balance to its operations 
and to participate in the rapid 
growth of American industry. Af- 
ter lengthy study, it decided upon 
the United States chemical indus- 
try as the one field with the 
greatest growth potential. It is now 
primarily a chemical company and 
one of the leaders in its field. 

“Today, W. R. Grace & Co. is 
proceeding along several carefully 
selected lines of endeavor, includ- 
ing chemicals both in the United 
States and Latin America, paper, 
transportation, Latin American en- 
terprises, and general business. 

“Twelve years after this basic 
decision was made, the sales and 
revenue of the company have more 
than doubled, amounting to more 
than $438 million in 1956. Gross 
fixed assets have increased from 
$62 million to $281 million, and 
net earnings after taxes have in- 
creased from $11.5 million to $19.7 
million. Diversification thus has 
given substantial strength to the 
company and geographical balance 
to its operations, enabling it to 
take advantage of the tremendous 
growth potentials of both the 
United States and Latin America 
in attractive lines of endeavor.” 

Uneasiness about having too 
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W. A. Sheaffer Il surveys his diversified company's products—pens, to be 
sure, but tools and dies and electronics products of recently acquired Maico 


many eggs in one basket, be it in- 
dustry, region, market, and so 
forth, is a compelling incentive to 
diversify. The Rockwell Manufac- 
turing Company, which now has 
23 manufacturing facilities and a 
correspondingly broad family of 
products, learned this lesson well 
before its corporate birth. Presi- 
dent W. F. Rockwell, Jr., gives this 
instructive account of the near- 
fatal crisis and the policies since 
pursued to prevent a recurrence: 
“Our company was literally 
founded with diversification as its 
central theme—owing to an earlier 
experience of its first president, 
Col. Willard F. Rockwell. 
“Several years before the incor- 
poration in November 1925 of 
what is now Rockwell Manufac- 
turing Company (then Equitable 
Meter and Manufacturing Com- 
pany), Col. Rockwell had seen his 
first major business venture almost 
wiped out because he had all his 
eggs in one basket. He had in- 
vented an improved heavy-duty 
truck axle and had gone into busi- 
ness producing it. Suddenly, the 
U. S. Army dumped thousands of 
surplus Army trucks on the mar- 
ket at rock-bottom prices. You 
could buy a whole new truck for 
the price of a couple of axles. Al- 
most overnight, employment at 
Col. Rockwell’s axle company 
dropped from 200 to six men. Only 
by a masterful stroke of salesman- 
ship was he able to pull his young 
company out of that pit and go on 
to build it into a thriving industry. 
“On the basis of this experience, 
he decided that it was completely 
impractical to attempt to build 
lasting corporate security around 
a single product designed for a 
single market. So ‘planned diversi- 


fication’ was his watchword and 
that of Equitable Meter and Man- 
ufacturing from the moment it 
was incorporated. 

“Our philosophy and strategy of 
diversification have naturally 
evolved over the years on the basis 
of our accumulated experience 
along this line. We've gradually 
developed acquisition rules and 
policies to fit this program and 
protect us from what we feel are 
unwise mergers—unwise for us, 
that is. The diversification check 
list (p. 36)—modified and remodi- 
fied over the years—is applied as 
far as possible whenever an acqui- 
sition is considered. 

“We have several strong car- 
dinal rules: (1) We don’t go into 
businesses we know nothing about 

-because then we would be overly 
dependent on outside advice; (2) 
we don’t buy rundown or inferior 
businesses either for speculative 
purposes or with the thought that 
we may be smart enough to make 
them over into profitable enter- 
prises; and (3) we don’t buy busi- 
nesses whose methods and policies 
wouldn’t harmonize with our 
own,” 

Acquisition provides a direct if 
hazard-strewn path to diversifica- 
tion. But as the first step in mak- 
ing rabbit stew is to catch a rab- 
bit, so the first step in acquisition 
is to find a seller. The Daystrom 
Corporation in the last few years 
has purchased five companies 
ranging in net worth from about 
$150,000 to over $11 million. In 
doing so, it acquired considerable 
experience and skill in the art of 
company purchase. Samuel M. 
Kinney, Jr., secretary and counsel, 
explains where his company pros- 
pects, why sellers want to sell, and 


35 











DIVERSIFICATION CHECK LIST 


(Complete portions applicable to situation) 


GENERAL 
. Statement of proposed transaction and objectives 
. History of business and general description. 
. List of officers and directors; affiliation. 
. Stock distribution—number, principal holders, etc. 
. Organization chart 
. Policy manual 


FINANCIAL 
. Latest audited financial statements 
. Last available financial statements 
. Ten-year summary financial statements... 
. Projected operating and financial statements 


. Full description of securities, indebtedness, investments, and other 
assets and liabilities other than normal day-to-day accounts... 


. Chart of accounts and/or description of accounting practices rela- 
tive to inventories, fixed assets, etc..... 


. List of bank accounts, average balances 


. Credit reports from banks and Dun and Bradstreet. 


. Federal income tax status; i.e., excess profits tax credit, any loss or 
unused E.P.T. credit carry-forwards, latest year audited, any defi- 
ciency claims, etc... 

. Summary of state and local tax situation; i.e., applicable taxes, 
unemployment tax rate, any deficiency claims, etc. . 

. Tax status of proposed transaction ; recommendation for best method 
of acquisition. . : pamiat: ere rere 

. Complete list of insurance policies, including description of cov- 
erage and cost; workmen’s compensation rate... 

. Statement of responsible officer of business as to unrecorded or 
contingent liabilities. . 


. Nature of inventory 


SALES 

. A brief description and history (if any) of the product line 

. A 10-year record of product sales performance 

. A long-range forecast of growth or contraction trends for the in- 
dustry of which the product line is a part. 

. A three- to five-year forecast of anticipated demand for the product 

. An estimate of the industry's ability to supply present and antici- 
pated demand 

. A three- to five-year forecast of sales expectations for this company 
(share of the market) 

. An analysis of the effect of anticipated increased volume and/or 
cost reduction on: 

(a) Product demand and share of the market 
(b) Market saturation and overcapacity 

. An analysis of the effect of the geographic location of the new fa- 

cility on: 

(a) Product demand and share of the market 

(b) Distribution costs (freight savings, warehousing, etc.) 
(c) Competitive position. . 

. A review of present sales management, selling force, advertising and 
sales promotion policies for adaptability and adequacy in relation 
to new facility. th eee 

. Areview of present competitors and competitive practices including: 
(a) Description of competitive products 
(b) Location.... Beat atone 
(c) Estimated share of market 
(d) Pricing policies....... 

(e) Methods of distribution 








how a buyer can close the deal in 
the face of the almost inevitable 
competition from other would-be 
buyers: 

“Without drawing the line too 
fine, the sellers for whom we pre- 
pare our case are of two different 
kinds: 

“1. Owner-investor, whose 
ownership interest is financial, not 
managerial. This class includes 
banks, pension funds, holding com- 
panies, and any one of the over 8 
million individual stockholders in 
the United States. 

“2. Owner-managers, who have 
both a financial interest and direct 
operating responsibilities. 

“The considerations of the 
owner-investors are simple. If they 
want to sell, it is because they pre- 
fer cash or another investment. 

“On the other hand, the con- 
siderations of the owner-manager 
are usually complex, and provide 
far more latitude in which the 
capable buyer can exercise under- 
standing and ingenuity. It is worth 
noting that about 80 percent of 
the operating concerns in this 
country are owned by a single in- 
dividual. The percentage increases 
if we include firms that have but 
two or three owners. Thus, the 
owner-operator class contains more 
opportunities for buying. 

“There are many reasons why 
an owner-manager might want to 
sell. Here are some of the more 
prevalent causes: dissension among 
partners; a desire for personal 
diversification and liquidity; too 
narrow a product line and too 
limited a sales budget to compete 
with larger companies; death or 
estate planning; the high cost of 
automation; the increasing com- 
plexity of business and the inade- 
quate staff of specialists needed; 
the lack of assurance of a steady, 
more predictable flow of business; 
and the squeeze on working capital 
as cash requirements for inventory 
and accounts receivable grow with 
sales but borrowing capacity lags. 

“No matter how valid his busi- 
ness reasons, the act of selling for 
the owner-manager is a momen- 
tous thing filled with agonizing un- 
certainties and personal stress. If 
he plans to stay on with this com- 
pany, he wonders what having a 
boss will be like after years of 
running the show alone. Will they 
see eye to eye on operating poli- 
cies? Will they break up the man- 
agement team it took years to or- 
ganize? Will they let him keep the 
title of president or demote him 
to plant manager? 

“Can he still take his month off 
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in the mountains each year? Will 
they want to move the plant loca- 
tion? How do they regard the 
twice-a-day coffee-break? Will he 
be pushed to take on headquarters 
personnel with new and different 
loyalties? Are they thinking of 
liquidating his efforts of a life- 
time? 

“Because of their variety, no 
formula can be offered to meet all 
the considerations, but if we hope 
to succeed in competitive buying, 
we must be quick to grasp our 
seller’s state of mind and show 
ready willingness and ingenuity to 
provide him with desired assur- 
ances which will give him confi- 
dence and peace of mind. 

“While there is no rule-book for 
a corporate buyer in action, we 
have found that these things are 
important: 

“Establish at the very outset a 
relationship of trust and confi- 
dence with your seller. Recognize 
the merit of his achievements and 
the seriousness of his problems. 
Then work to maintain this rela- 
tionship into the future. 

“Remember the seller has prob- 
ably never sold before. He may 
visualize the task as being only 
slightly more complex than sign- 
ing his name. Keep him away from 
the intricate mechanics of pur- 
chase and sale. It takes more un- 
derstanding and experience than 
most sellers will have to retain the 
enthusiasm and trust that you 
have fought to instill when con- 
fronted with the mass of account- 
ing data and legal verbiage so 
characteristic of such transactions. 

“Remain flexible in working out 
the terms of the deal. First deter- 
mine your ‘musts’ as a buyer; 
then be ready, willing, and anx- 
ious to meet the needs or even 
whims of the seller. 

“Convince the seller of your 
need for his help and that of his 
organization to realize the promise 
of mutual benefits arising from the 
joining of his business with yours, 
pointing out that your motives 
and his are one and the same—a 
successful future of which he can 
be proud.” 

If a businessman discovers an 
opportunity for his firm to gain 
an advantage by acquiring all or 
part of another, one of his first 
steps should be an analysis of the 
relation of the project to Federal 
antitrust and other laws affecting 
business operations, labor, taxa- 
tions, and so forth. 

Particular emphasis should be 
placed in determining the probable 
competitive consequences of an ac- 
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SALES (Cont.) 


. An analysis of present and/or probable pricing policies for the 


product line considering: 
(a) Competitive position 
(b) Cost pricing... 


. An analysis of present and potential domestic and export customers: 


(a) Major types of customers and percent of sales to each 
(b) Geographical location 
(c) Buying habits.... 


MANUFACTURING 

Description and layout of plant and property 

List of principal machine tools—age and condition 

Opinion re maintenance and ‘“‘housekeeping’’ 
Utilities—availability, usage, rates 

Estimated total annual fixed cost.. 

Organization, departmentalization 

Transportation facilities 

Description of area, including climate, hazards from flood, etc. 


. Opinion re adequacy of auxiliary equipment—tools, patterns, 


material handling equipment, etc. 


. Detail expense schedule 
. Building codes, zoning laws, and restriction 


PURCHASING 


. Principal materials used 

. Relation of material costs to sales 

. Purchasing methods... 

. List of principal suppliers, items, location 
. Inbound freight costs 

. Work load—last 12 months 


(a) Number of purchase orders issued 
(b) Value—purchase order issued. . 
(c) Value of outstanding commitments 


RESEARCH AND ENGINEERING 


. Description and condition of facilities: 


(a) Drafting room and office 
(b) Experimental room 

(c) Laboratory... 

(d) Special test equipment... 


. Engineering personnel—quality and quantity of technical talents— 


employed—unemployed.... 


. Product designs—evaluation; condition of drawings... . 
. Patents and trade-marks—coverage, existing applications, litigation 


LABOR 


. Number, sex, age and color—present employees 

. Direct, indirect, administrative; number and cost.... 

. Number of potential job applicants from surveys or census... 

. Determination of types of skills available in the area from state 


employment service and other sources 


. Location and availability of students from high edad ont tech- 


nical schools. . 


. Union—copy of contract 

. Labor relations history. 

. Appraisal of working conditions 
. Statistics on turnover; reasons 
. Description of incentive system; average rates incentive and es 
. Employment and personnel policies 

. Accident frequency 

. Ratio of total labor cost to salen 
. Pension and welfare plans..... 

. Appraisal of transportation, 


community recreation facilities, 
housing... 
. Evaluation of labor situation in area. 











quisition as covered by Section 7 
of the Clayton Act of 1914, as 
amended in 1950. Section 7 covers 
the probable competitive conse- 
quences of an acquisition rather 
than the character of the acquisi- 
tion, as such. An acquisition is 
neither legal nor illegal in itself; it 
becomes so only after determina- 
tion of the character and magni- 
tude of its effects upon the com- 
petitive incentives and opportuni- 
ties of other companies. Because 
competition is a complex and con- 
stantly changing phenomenon, this 
determination requires study of 
the companies involved, the mar- 
kets affected, and the resulting 
difference in competitive incentive 
and opportunity. 

In acquisitions, the seller usually 
is out of the picture after receiv- 
ing payment in the form of cash 
or negotiable stock. Since the buy- 
er bears the burden of any errors 
made in the acquisition, he must 
avoid certain pitfalls if he is to 
achieve tax advantages in pur- 
chasing a business. 

Acquisition tax considerations 
actually break down into two 
problems: One, in acquiring a 
profitable business, is to get a 
high-cost basis on the property ac- 
quired. The other, when acquiring 
a nonprofitable firm, is to insure a 
good loss carry-over. 

Cost-basis problems are most 
important in the purchase of a 
successful firm because the buyer 
must obtain, for depreciation and 
accounting purposes, full value 
for the property bought. 

In the purchase of a business, 
the simplest transaction is to give 
cash for the assets actually de- 
sired. Unwanted assets may cause 


both tax and valuation problems. 
For example: 


1. Investments may have a 
hidden liability—capital gains tax 
on ultimate disposition. 


2. Receivables can pose valua- 
tion problems and frequently are 
more difficult for the new owner 
to collect. 


Section 337 of the 1954 Internal 
Revenue Code has tremendously 
simplified acquisitions. Prior to its 
enactment, the stock had to be 
purchased first, followed by liqui- 
dation. In spite of the advantages 
of a purchase of assets, many 
sellers insist on selling their stock, 
a transaction with many tax and 
business problems to be considered 
carefully by the buyer. When pos- 
sible, the buyer should have his 
accountant make a complete audit 
before the selling price is agreed 
upon. But if the seller is a com- 
petitor, as is often the case, he 
may not allow an audit until he 
has a firm offer in hand. 

In such a transaction, an agree- 
ment to protect the buyer should 
be drawn, retaining an adequate 
amount of the purchase price in 
escrow for a period sufficient for 
all of the seller’s liabilities to be 
revealed. It should also provide 
that if a liability matures, it 
should be treated as a reduction of 
the purchase price so that it will 
not be additional income to the 
corporation sold. 

If the seller refuses to enter into 
such an agreement, the purchase 
price should reflect contingent 
liabilities, or some provision should 
be made for an indemnity agree- 
ment against such liabilities. 
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This chart lists the subsidiaries of Daystrom, Incorporated, by name and the 
year each was acquired. Shading denotes grouping for management control 
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If the buyer intends to mortgage 
the purchased assets to raise part 
of the purchase price, the mort- 
gage should be arranged prior to 
the purchase, to insure that a 
mortgage can be obtained and to 
prevent title problems. 

Dissolution time of the  pur- 
chased corporation will depend 
upon the relationship of the pur- 
chase price to the basis for its as- 
sets. If the basis is greater than 
the cost, under Section 332, after 
two years there could be a tax-free 
liquidation, with the favorable 
basis taken over by the purchaser 
along with other tax benefits pre- 
served by Section 381. 

If the basis is less than the pur- 
chase price, under Section 334 (b) 
if dissolved within two years, the 
basis of the assets will be the same 
as to cost of the stock and a 
stepped-up basis can be attained. 

When the seller wishes to defer 
his capital gain, he may prefer 
stock rather than cash. If possible 
only the assets wanted by the buy- 
er should be transferred. Such a 
transaction is tax-free to the buyer 
as a “C” type reorganization un- 
der Section 368 (a) (1) (C). The 
buyer will not obtain a stepped-up 
basis, but will receive various tax 
carry-over rights under Section 
381. If the buyer is to obtain the 
benefit of the selling corporation’s 
net loss carry-over, the seller must 
acquire at least 20 percent of the 
buyer’s outstanding stock. 

In the acquisition of an unsuc- 
cessful company, the most impor- 
tant consideration is preservation 
of a net operating loss carry-over 
or of a large invested capital 
credit for excess profits tax pur- 
poses. If the assets are purchased 
by cash, these benefits would be 
destroyed. 

When the acquisition is made by 
the purchase of stock for cash, the 
carry-over will not be lost as long 
as the buyer does not change the 
business. Where it is funded by an 
exchange of stock, the buyer must 
acquire control under Section 368 
(a) (1) (B), so that the trans- 
action is tax-free. 

Because of the complex prob- 
lems involved in acquisitions, a 
broad range of special services are 
now provided by law firms, man- 
agement consultants, business 
brokers, bankers, and other spe- 
cialists, to assist in carrying on the 
various types of activities involved 
in setting up possible acquisitions. 
The wise business executive will 
obtain all possible counsel and con- 
sider every angle. 
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Exporting? Here’s How to Do It Successfully 


(Continued from page 14) 


the client you are contacting. 

The principal world trade lan- 
guages are English, Spanish, 
French, Portuguese, German, 
Swahili, and Malayan. With these 
languages you can just about 
blanket the world. Your message 
can be translated into almost any 
tongue. One firm providing such 
service is Translation Experts As- 
sociated, 475 Fifth Ave., New York 
City; another is Cosmopolitan 
Translation Bureau, 28 E. Jackson 
Blvd., Chicago, Ill. 

The importance of correspond- 
ence in world trade cannot be em- 
phasized too strongly. Often you 
will never see your correspondent 
in person, although you may trade 
with him for years. Only through 
your letters will your customer 
get to know you. 


Packing 


Your merchandise is ready to be 
shipped. But packing has to be 
considered. Containers for over- 


Philippine housewife relies on her 
Singer for all the family’s clothes 


seas shipment must be considerab- 
ly stronger and heavier than for 
domestic trade. A long sea voyage 
can ruin an improperly packed 
shipment. Crates and boxes must 
be clearly marked with destina- 
tion and the “UP” mark. 

The Collins Axe Company’s 
skills and success in foreign trade 


already have been cited. Such is 
the company’s impact in Latin 
America that it has achieved the 
ultimate commercial triumph: its 
name has become the _ generic 
word there for “machete.” If you 
want to purchase one, just ask for 
“un collins.” 


Conclusion 


Thus there’s hardly a better way 
to conclude this article than by 
quoting this piece of advice from 
C. M. Elston, president of Collins: 

“Find a product that is in de- 
mand in the market you are ex- 
ploring. Then build into this prod- 
uct the best of materials, work- 
manship, and quality. Merchandise 
it as a quality product, remember- 
ing you are dealing with the 
highest grade customers you have 
on your books. Give them honest, 
good service and let them judge 
their requirements rather than to 
try to sell them something.” 





What’s Going On Down There? 


(Continued from page 9) 


There Is No Easy Answer 


The task of improving upward 
communication is indeed a chal- 
lenging one. It is rarely effectively 
met by a pat, panacea-type pro- 
gram administered solely by a 
staff department such as personnel. 
Such a department all too often 
lacks the necessary status and in- 

















A communication barrier in action 
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fluence. Instead, communication is 
a problem which requires continu- 
ing top management attention, sup- 
port, and action. 

And, at best, it is a need which 
will only be partially solved. There 
are too many barriers, and these 
are too well established. None- 
theless, those companies which 
have been willing to tackle the 
problem at its roots, rather than 
on a superficial basis, have often 
found the results of their efforts 
truly rewarding in improving both 
managerial effectiveness and em- 
ployee morale. 


This is the fourth in a six-part 
series of articles pointing out and 
describing the psychological and 
sociological barriers to communi- 
cation within an organization. The 
authors, both Ph.D. psychologists 
and both experienced consultants 
to business and industry, present 
some practical suggestions for 
avoiding or overcoming communi- 
cation barriers. Communication 
means much more than the famil- 


iar objective, “getting manage- 
ment’s story across to employees.” 
Effective company communication 
will not only be downward but up- 
ward and crosswise as well. 





Manager Development 


Much reader interest has been 
generated by Harold F. Smiddy’s 
article on manager development 
that appeared in the November 
1957 issue of AMERICAN BUSINESS. 
This was a general treatment of 
the philosophy of manager devel- 
opment in General Electric by its 
vice-president of management con- 
sultation services, 

Readers interested in a more de- 
tailed treatment of this subject can 
find it in Mr. Smiddy’s paper, 
“General Electric’s Philosophy and 
Approach for Manager Develop- 
ment.” This was prepared for the 
American Management Association 
in 1955. 
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Some Like It Cold: ‘ 
Delicious Milk! 


Cold milk, flavored milk, and a pre- 
mixed “chocolate shake” drink with 
a milk base are now available from 
two new vending machines. Served 
at a temperature of 32 degrees to 33 
degrees in cups, all drinks are 
aerated between the bulk tanks and 
the cup for improved flavor. Measur- 
ing 34% inches wide by 27 inches 
deep by 69 inches high, each vendor 
holds two five-gallon or two 10-gal- 
lon cans of product. Glascock Bros. 
Mfg. Co., Dept. AB, Muncie, Ind. 


Compact Photocopier Sells 
For Less Than $100 > 


The Verifax Bantam Copier, a com- 
pact 14-pound office copier priced at 
$99.50, makes photocopies of origi- 
nals up to 8% by 11 inches. With 
compact base dimensions, 13% inches 
by approximately 18 inches, the Ban- 
tam is capable of making _ inter- 
mediates or masters on Verifax 
translucent copy paper for use in 
diazo-type printers. It also produces 
offset masters for office-type dupli- 
cators. Eastman Kodak Company, 
Dept. AB, Rochester 4, N. Y. 
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400 Envelopes a Minute A 
Opened by Auto-Opener 


The Auto-Opener quietly opens be- 
tween 400 and 500 envelopes a min- 
ute, regardless of their weight or 
thickness. Occupying nine inches by 
12 inches of desk space, it has en- 
closed cutting heads. Martin Yale, 
Inc., Dept. AB, 2100 W. Fulton St., 
Chicago 12, Il. 


Carbon-Free ‘‘Carbon"’ Paper 
Lasts Twice as Long 


Typewriter “carbon” paper that uses 
no waxy carbon is called “Nu-Kote.” 
Smudge-free ink is released from a 
plastic coating as the keys strike the 
paper. ‘‘Nu-Kote” outlasts conven- 
tional carbon paper two to three 
times, and only one weight and finish 
is needed for most typing needs. 
Burroughs Corporation, Dept. AB, 
Detroit 32, Mich. 


Some Like It Hot: 
Steaming Coffee! 


The “Jet-Brewer” makes coffee by 
perforating a tin of vacuum-packed 
regular grind and injecting hot water 
into the can, which functions as a 
brewing chamber. Brewed coffee is 
drained into a reservoir and dis- 
pensed one cup at a time. Fresh cof- 
fee is brewed when needed or after 
a three-hour period. Capacity is 900 
cups, brewed from 54 quarter-pound 
tins stored in the machine. The 
Vendo Company, Dept. AB, 7400 E. 
12th St., Kansas City, Mo. 


Chair Beautifies Office, 
Lounge, Reception Room 


An occasional chair for reception 
rooms, lounge areas, and offices 
comes in a wide range of colors with 
a choice of leather, vinyl plastic, or 
fabric covering. Features include 
sturdy, show-wood frame construc- 
tion; nylon glides that prevent dam- 
age to floors; and a _ removable 
cushion for easy cleaning. The wood 
frame completely surrounds the up- 
holstery to insure lasting wear. 
Thomas Furniture Company, Dept. 
AB, High Point, N. C. 
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Portable Duplicator Is ’ 
Light, Easy to Use 


A portable, spirit-type duplicator, 
the McBee Handiprinter, reproduces 
fixed information, such as names and 
addresses. An aperture Keysort 
ledger card acts as the duplicating 
master. Royal McBee Corp., Dept. 
AB, 2 Park Ave., New York 16, N. Y. 


Keep Up With Office Dirt; 
Use a Carpet Sweeper 


A compact carpet sweeper for use in 
executive offices makes it possible to 
clean up ashes and crumbs without 
waiting for the cleaning lady. Called 
the Fireside, the sweeper is finished 
in polished brass with black trim. 
E. R. Wagner Manufacturing Co., 
Dept. AB, 4611 N. 32nd St., Mil- 
waukee 9, Wis. 
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DUPLEX 
ELECTRIC 
CALCULATOR 


FEATURING THE EXTRA 
ww Ld 


REGISTER 


Saves time, increases production, reduces errors 
—yet costs less to own, less to operate than 
RAPID ADDERS some ordinary single register calculators. 
MANUAL CALCULATORS 
SIMPLEX ELECTRIC 
CALCULATORS 
DUPLEX ELECTRIC 
CALCULATORS 
TAXIMETERS 
TICKET MACHINES 
& SYSTEMS 


Extra ‘‘Memory” register for automatic grand- 
and net-totals. Direct automatic addition to or 
subtraction from the rear dial. New, simpler, 
electrified subtraction from the front dial. Auto- 
matic rounding off to the full cent. 


UNRIVALED FOR PAYROLL, BILLING, ANALYTICAL AND STATISTICAL WORK 
Control Systems, Inc. 


PLUS COMPUTING MACHINES DIVISION 
5 Beekman Street, New York 38, N. Y. REctor 2-0045 


Representatives in 


Principal Cities 
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A down-to-earth Dartnell manual for salesmen 
by one of America’s ace sales trainers and 
former vice-president of sales for Chrysler’s 
Plymouth Division. 


How to Increase Your 


SALES POWER 


A Blueprint for Successful Selling 
By Harry G. Moock 


A workbook that tells: 

get the sale off to a good start 

find the point of least resistance 
make it easy for the prospect to buy 
How dispose of objections skillfully 

How wrap up the sale and get the order 
How to make customers out of buyers 

How to use one sale to make another 


How 
How 
How 


Send this inexpensive 64-page booklet to your salesmen and help 
them to step up their 1958 production from 10 to 30 percent. 


Single copies 40 cents—less in quantities 


THE DARTNELL CORPORATION, Publishers 


4660 Ravenswood Avenue Chicago 40, Illinois 
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COSTLY RE-DRAFTING OF 
ORGANIZATION CHARTS 


STO 


THE 


COFFIELD 
EVERLASTING 
7. 


EASY TO CHANGE \ 


A typist, a typewriter and typing paper are all you 
need to keep your chart up to date. It’s that simple! 


* Sizes to Fit Any Organization Structure 
* Eliminates All Costly Drafting 

* Photographs for Sharp Prints 

* Invaluable as a Visual Training Aid 

« All Parts Are Movable and Re-usable 
* So!ves Your Chart Problem Forever 


Write for Free 16-Page Illustrated Brochure 
with Price Schedule No. AB-2 


MANAGEMENT CONTROL CHARTS CO. 
1731 N. WELLS ST. CHICAGO 14, ILL. 
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BORDEN and BUSSE in 


OPENING 
the SALE 


A BRAND-NEW (6mm. SOUND MOVIE 


This new half-hour film is ded- 
icated to one proposition— 
“In the field of selling there is 
only one handicap worse than 
inability to close. It's the in- 
ability to begin.” 


The picture demonstrates cer- 
tain skills any solesman can 
use to improve the effective- 
ness of his approach. It is par- 
ticularly helpful to the sales- 
man who is slow about go- 
ing after new business. 





Write for Rental or Purchase Details 


DARTNELL fareraertin 


TRAINING FILMS 





1801 Leland Ave. Chicago 40, Ill. 
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IBM Announces Electronic A 
Typing Calculator 


The IBM 632 Electronic Typing Cal- 
culator, designed primarily for in- 
voice and order preparation, can be 
programed to type out selected ac- 
cumulations automatically. Easy to 
operate, the calculator consists of an 
electric typewriter, a 10-key com- 
panion keyboard, a magnetic core 
“memory,” and a program reading 
device. The typewriter can also be 
used for general typewriting pur- 
poses. International Business Ma- 
chines Corporation, Dept. AB, 590 
Madison Ave., New York 22, N. Y. 


Select, Address, Sort, and 
Count in One Machine Pass 


Controls on a punch-card master ad- 
dressing machine select, address, 
sort, and count in one pass through 
the Scriptomatic equipment. These 
controls “read” coded information on 
the master cards and, according to 
the program set up, cards can be 
skipped or printed, sorted or 
counted. Scriptomatic, Inc., Dept. 
AB, 310 N. 11th St., Philadelphia 7, 
Pennsylvania. 
* 


‘Electronic Sentry’’ Warns 
Person When Danger Exists 


If danger due to fire, pressure, water 
level, temperature, or theft exists, a 
detecting device such as a thermo- 
stat or a pressure control causes the 
“Electronic Sentry” to telephone the 
person responsible. A recorded mes- 
sage tells him of the trouble. The 
message repeats itself to insure com- 
prehension. Automatic Electric Sales 
Corp., Dept. AB, Northlake, III. 


Listomatic Camera Makes 
Column Listings on Film 


The Listomatic camera photographs 
tabulating cards in column listings 
on film that becomes an offset or let- 
terpress negative. For making parts 
lists, directories, catalogs, and ros- 
ters, the information is listed on the 
top of the cards. To construct the 
column negatives, the camera photo- 
graphs 230 cards a minute. Listings 
are actual size or reduced as much 
as 50 percent. Recordak Corporation, 
415 Madison Ave., New York 17, 
New York. 
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WORTH WRITING FOR 


The following literature is of special 
interest to executives active in busi- 
ness management. It is current, and 
requests for this literature received 
several months after date of this 
issue may find supplies of the various 
booklets are completely exhausted. 
Requests for these booklets may be 
sent direct to the companies listed. 





HOW OFFICE COPYING can save 
money in purchasing, sales, produc- 
tion, administration, advertising, re- 
search, accounting, shipping, receiv- 
ing, and engineering is described in a 
new 16-page illustrated booklet. En- 
titled “Verifax Copying—Versatile 
Time Saver for Busy Offices,” it tells 
in capsule case histories how com- 
panies are using modern office copy- 
ing systems. Business Photo Meth- 
ods Division, Eastman Kodak Com- 
pany, Rochester 4, N. Y. 


> =» * 


A DIRECTORY of College Grad- 
uates presents the photographs and 
short factual summaries of 136 grad- 
uates with majors in accounting, ad- 
ministration, finance, management, 
marketing, sales, and other fields of 
business. The men are available for 
employment in 1958. To obtain the 
directory, write Alpha Kappa Psi 
Fraternity, 111 E. 38th St., Indianap- 
olis 5, Ind. 


~ * * 


BUSINESS MOVIE users are asked 
in a new brochure: “Do Your Spon- 
sored Film Audiences Talk Back?” 
It describes United World’s use of 
the audience reaction card on which 
nontheatrical exhibitors send in the 
frank comments and _ suggestions 
from audiences on every free film 
show. For a copy of the brochure, 
write to United World Films, Inc., 
1445 Park Ave., New York 29, N. Y. 


* * * 


PROBLEMS FACED by industrial 
management if the enemy attacks 
are outlined in a review of a con- 
ference held by 38 high-level indus- 
try officials. The review tells what 
has been done, is being done, and 
should be done to insure continuity 
of industrial production, manage- 
ment, and supply during a national 
emergency. The 36-page review, 
PB 131300, “Industry Planning for 
the Continuity of Production in the 
Event of Enemy Attack,” may be 
ordered from Office of Technical 
Services, U. S. Department of Com- 
merce, Washington 25, D. C. It costs 
50 cents. 
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A HANDY CHECK LIST, “100 Sug- 
gestions for Hiring and Holding 
Help,” is a six-page leaflet that dis- 
cusses techniques in obtaining em- 
ployees and in reducing employee 
turnover. Questions deal with adver- 
tising for help, sources of procure- 
ment, in-plant facilities, treatment of 
employees, benefits, and _ indoctri- 
nation of new employees. To obtain 
the check list, write Manpower, Inc., 
820 N. Plankinton Ave., Milwaukee, 
Wisconsin. 


* : * 


HORIZON, a movable interior wall 
system, is detailed in a full-color, 
six-page brochure. The Horizon sys- 
tem, according to the manufacturer, 
has flexibility of design, material, 
and function. The brochure is avail- 
able from the E. F. Hauserman Com- 
pany, 7516 Grant Ave., Cleveland 5, 
Ohio. 


- 


CYCLE BILLING is discussed in a 
new booklet, “Cycle Billing Your Ac- 
counts Receivable.” It is illustrated 
with photographs of actual installa- 
tions and shows how businesses can 
benefit by using the cycle billing 
principles in their accounts receiv- 
able operation. For a copy write to 
LeFebure Corporation, Cedar Rapids, 
Iowa. 
= 


A MOVIE based upon a labor-man- 
agement grievance heard and decided 
under the rules of the American 
Arbitration Association includes a 
complete record of the steps in an 
arbitration procedure. Details for 
obtaining the 16mm. film may be 
obtained from the Education Depart- 
ment, American Arbitration Associa- 
tion, 477 Madison Ave., New York 
22, New York. 


> 


PURCHASERS of audio-visual 
equipment will find a five-page fold- 
er, “10 Points to Check in Selecting 
a 16mm. Sound Projector,” a helpful 
guide for evaluating projection 
equipment. Ten checkpoints help in 
the selection of a projector that will 
offer top performance and efficiency. 
The folder will be sent by Victor 
Animatograph Corporation, Plain- 
ville, Conn. 


- 


A COLLECTION of leaflets and 
folders describing office equipment 
and systems exhibited at the 1957 
National Business Show is now 
ready. The 1957 edition of the Na- 
tional Business Show Products & 
Services catalog measures 8% by 
11% inches and is 2 inches thick. 
Copies can be obtained as long as 
the supply lasts from Office Execu- 
tives Association, 530 Fifth Ave., 
New York 36, N. Y. 


GOT HIGH-PRICED HELP > 
Q. LOOKING FOR RECORDS § 


LOW-COST “CONVOY” f 
e STORAGE FILESe 


All your semi-active or inactive records 
are instantly available. What a time and 
money-saver today! 

Rigidized permanent Drawer and Shell 
construction eliminates shelving and costly 
searching (the biggest item). 

All this at half the cost of steel because 
“CONVOYS” are heavy duty 
corrugated board processed to 
remarkable strength. 

Sizes: letter, legal, check, 
deposit slip, tab card 
10 others. 

There’s a dealer 
near you — or write 


CONVOY, Inc. 
STATION B, BOX 216-L 
CANTON 6, OHIO 


me SHRED ALL 


WASTE PAPER SHREDDER 


Quickly shreds newspapers, magazines, 
waste paper, tissue, cellophane, corru- 
gated cartons, wax paper, etc., into uniform 
resilient strands ideal for packing pur- 
poses. Especially adapted to shredding 
confidential records, blueprints, etc., per- 
mitting the return of this high-grade paper 
to the paper mills, for re-use. 

Compact, economical, safe. All revolving parts 
are covered. Instantly adjustable. Shreds %,” to 
3%”. Designed for continuous and trouble-free 

service. 


f 


FREE TRIAL 


Operate a SHRED ALL 30 days. if 
not satisfied—return—owe nothing. 


UNIVERSAL SHREDDER COMPANY 
SAGINAW, MICHIGAN 
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A GUIDE-BOOKLET for visitors 
who tour the Baltimore, Md., plant 
of Eastern Stainless Steel Corpora- 
tion supplements information visi- 
tors receive during a conducted tour 
of the mill. The booklet, “A Trip 
Through the Mill,” also serves as a 
summary of how Eastern produces 
its stainless sheets and plates. Copies 
will be sent by Nelson L. Ellis, sales 
promotion manager, Eastern Stain- 
less Steel Corporation, Box 1975, 
Baltimore 3, Md. 


* aa tk 


TWO NEW PAMPHLETS urge in- 
dustrial safety and good housekeep- 
ing. “We Know Better” points out 
that most workers know their jobs, 
have experience, and don’t want to 
hurt others or themselves. Often, 
however, they disregard good sense. 
“Your Future . Keep It Clean” 
notes that good housekeeping in the 
factory makes work easier, quicker, 
and safer. Copies are available from 
the National Safety Council, 425 N. 
Michigan Ave., Chicago 11, IIl. 


~ “x He 


CHOOSING A CONTAINER is 
made easier by a 16-page illustrated 
booklet, “How to Select the Proper 
Container for Your Product.” The 
booklet discusses basic factors in 
choosing corrugated shipping boxes, 
and it has separate sections on right 
test of paperboard, construction, 
checkpoints for protection at mini- 
mum cost, best size, best handling, 
retail display features, color, and ad- 
vertising. Stone Container Corpora- 
tion, 4200 W. 42nd PI., Chicago 32, 
Illinois. 
* * * 


ADDITIONAL COPIES of the 
“Directory of Management Consult- 
ants” are available in permanent, 
loose-leaf, plastic binders for $5 from 
AMERICAN BUSINESS Magazine, 4660 
Ravenswood Ave., Chicago 40, III. 


x co ae 


THE ROLE of business and techni- 
cal publications in America’s indus- 
trial expansion is stressed in two 
new booklets: ‘“Today’s Ideas Are 
Shaping Your Company’s Future” 
and “12 Financial Executives Tell 
Why Advertising Is an Investment 
in Your Company’s Future.” Both 
booklets are available from Com- 
pany Promotion Dept., McGraw-Hill 
Publishing Co., 330 W. 42nd St., New 
York 36, N. Y. 


* * a 


THE MEMBERSHIP ROSTER of 
the Industrial Medical Association 
lists both alphabetically and _ geo- 
graphically by states and cities 3,500 
specially qualified industrial physi- 
cians and surgeons in the United 
States and Canada. To obtain a copy, 
write Dr. E. C. Holmblad, managing 
director, Industrial Medical Associa- 
tion, 28 E. Jackson Blvd., Chicago 4, 
Illinois. 
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Cilert. from Reatlert 


Trade—Not Aid 


I congratulate you on the excellent 
presentation contained in your ar- 
ticle, ‘‘Want Customers? Try For- 
eign Markets.” 

I am in full accord with Mr. 
Bunge’s conclusions that our country 
needs world trade and that Ameri- 
can business firms can succeed in 
foreign markets. We opened our 
London office several years ago, and 
were most pleased to find that its 
growth was much more rapid than 
a similar operation in most Ameri- 
can cities. 

Europeans are interested in our 
ways of doing business, like our ad- 
vertising approach, our concept of 
service, our on-the-ball attitude, and 
they are most anxious to co-operate 
with us. 

American businessmen who are 
tired of giving aid to Europe have an 
opportunity to eliminate handouts by 
following the theory of “trade, not 
aid.”—ELMEeR L. WINTER, president, 
Manpower, Inc., Milwaukee 3, Wis. 


You Can't Beat This One 


I thought your article on “How 58 
Companies Use Tests” was highly in- 
teresting. However, I wish to take 
issue with one statement you make. 
You state there are no personality 
tests that cannot be beaten by a per- 
son with average intelligence. I be- 
lieve if you will investigate the test 
called “Activity Vector Analysis,” 
which is being used by one of your 
quoted companies, the S. S. Pierce 
Co. of Boston, Mass., you will find 
that this test cannot be “beat.” 

If you would like complete infor- 
mation on the test, you can obtain it 
from Walter V. Clarke Associates, 
324 Waterman Avenue, East Provi- 
dence 14, R. I.—E. H. SCHENDEL, 
vice-president, Albert Trostel & Sons 
Co., Milwaukee 1, Wis. 


More on Tests 


The content and emphasis of your 
article on psychological testing on 
page 32 of the December issue were 
so generally sound that we think you 
would want your attention directed 
to one statement we believe to be 
incorrect. 

This is the sentence which says, 
“The typical series of tests given a 
clerical worker today consists of 
some type of IQ measurement, an in- 
ventory of interests, personality 
checkups, and some measurements of 
aptitude and skill.” In fact, the use 
of so extensive a battery is far from 
typical and not very often advisable 
in the selection of office employees. 

A truer statement, we feel con- 
fident, is that most of the firms test- 


ing clerical applicants use just one 
test. Most often this is either a test 
of clerical speed and accuracy, or one 
of the composite tests which reflect 
general mental ability in some com- 
bination with clerical aptitude. Next 
most frequent are firms using two 
tests because they prefer to measure 
mental ability and clerical aptitude 
separately. 

Of course, the minority of clerical 
batteries including personality or in- 
terest inventories can still add up to 
a sizable number of firms. Quite 
likely, the firms that use the more 
extensive batteries are more apt to 
respond to questionnaires on the 
topic or to have testing programs 
that gain some form of public atten- 
tion. This may make the fairly com- 
plex testing program seem more 
typical than it really is. 

For our part, we are quite content 
that interest and personality inven- 
tories are not widely used in person- 
nel selection, although they do make 
useful contributions to counseling 
programs. The evidence that appli- 
cants’ scores on such _ inventories 
really predict success on the job is 
meager. JAMES H. RICKS, JR., assist- 
ant director, Test Division, The Psy- 
chological Corp., New York 36, N. Y. 


Insurance for Vital Records 


I was very much interested in your 
article “Care and Protection of Vital 
Records.” 

On the last page of your article 
there is a paragraph which mentions 
insuring records. I wonder if you 
would describe the type of insurance 
to which you refer. Other than ob- 
taining coverage for the value of the 
paper on which data is recorded, I 
did not realize that it was possible 
to recover the cost of the labor con- 
tent expended in the creation of the 
records.—W. H. LEAVITT, consultant, 
office procedures systems and clerical 
cost measurements, General Electric 
Co., Schenectady 5, N. Y. 


Accounts receivable insurance covers all 
sums due you from customers which are un- 
collectible because of loss or damage to 
your records. It also covers interest charges 
on any loan to offset impaired collections, 
pending repayment of such sums, as well as 
abnormal collection expenses in excess of 
normal collection costs and other reasonable 
expenses incurred by you in re-establishing 
accounts receivable records. 

Valuable papers insurance pays the actual 
cash value at time of loss, or the cost of re- 
pairing or replacing any lost, damaged, or 
destroyed property with other of like quality 
or value. This is, of course, subject to the 
limits of insurance carried under the blanket 
section; on irreplaceable papers, the insur- 
ance pays the specified amount for which 
they are insured. 


AMERICAN BUSINESS 





Business interruption insurance is protec- 
tion against loss of income caused by any 
of the hazards covered. It is designed to do 
for you exactly what your business would do 
if there had been no such interruption— 
meet overhead expenses, even preserve a 
profit, if you demonstrate that one might 
have been earned except for the disaster. 

R. D. 


Measuring Clerical Work 


We are trying to locate a two-part 
article, starting in September 1954, 
entitled “Measuring Clerical Work.” 

ALIcE HOoBBIE, reference library, 
United Hospital Fund of New York, 


3 E. 54th St., New York 22, N. Y. 


Copies are being mailed to you. 


Self-Growth for G.E.'s 
Executives 

We have just read with a great 
amount of interest the article in your 
November issue, “Self-Growth Pro- 
vides Base for G.E.’s Executive De- 
velopment,” by Harold F. Smiddy. 
Are reprints of this article available, 
and if so, at what price?—J. W. 
GREENE, personnel director, Excelsior 
Mills, Union, 8. C. 

We could make reprints for you, at a 
cost of $38 per hundred. 





BIG BUSINESS AND HUMAN 
VALUES. By Theodore V. Houser, 
chairman of the board, Sears, Roe- 
buck & Co. If you enjoy case mate- 
rial about a successful business with- 
out perfumery, get this book. You 
can read it in a couple of hours, and 
you will be a better businessman for 
having done so. The book is based 
upon a series of lectures which Ted 
Houser delivered in 1957 at the in- 
vitation of the Columbia University 
Graduate School of Business. The 
author contends that every corpora- 
tion has enormous untapped power 
in the human beings that comprise 
its organization. Management's 
greatest opportunity to expand the 
usefulness of a business is to de- 
velop people and transform this po- 
tential energy into a dynamic force. 
It is not easy. It is just about the 
toughest job in management. But it 
must be done if the business is to 
grow and thrive. You will be inter- 
ested in Mr. Houser’s approach to 
the problem and, more importantly, 
what Sears has done toward the at- 
tainment of that objective. McGraw- 
Hill Book Co., Inc., 330 W. 42nd St., 
New York 36, N. Y. 104 pp. $3.50. 
S.¢.4 


EFFECTING CHANGE IN LARGE 
ORGANIZATIONS. By Eli Ginzberg 
and Ewing W. Reilley. A professor of 
economics at Columbia and a man- 
agement consultant have collaborated 
in reporting on a pioneering study of 
the problems met by any large or- 
ganization which seeks to alter its 
basic structure in order to improve 
operations. An impressive panel of 
management executives reviewed the 
manuscript before publication, with 
the result that the book carries not 
only the imprint of authority, but 
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also an impression of practicality. 
Since the title of the book explains 
the content, little more need be said 
than that the book should be of in- 
terest to management in large con- 
cerns. It is amazing, however, that 
the editors have not provided an index 
in an otherwise most useful publica- 
tion. Columbia University Press, New 
York 27, N. Y. 155 pp. $3.50. Lad. 


HOW TO MAKE THE MOST OF 
YOUR SALES TERRITORY. By 
Julius H. Katz. These pages provide 
a review of things every good sales- 
man should be doing to get the best 
out of his territory. It should be 
required reading for all men who 
operate more or less on their own 
without the benefit of frequent con- 
tact with regional supervisors or 
home-office guidance. 

Arranged for quick reference are 
all the basics of good salesmanship 
expressed in terms of operating at 
the “contact” level. Of particular 
value is the section on using records 
to supplement the salesmen’s mem- 
ory. This stresses how to get profit 
out of your records, and shows how 
a good memory and good records 
help nourish a territory. Executives 
who recognize the antipathy with 
which most salesmen regard record- 
keeping and paper work might find 
it a good idea to build a bulletin or 
letter around the benefits to be gained 
by giving proper attention to this 
phase of the job. 

Another valuable item is the section 
on “How to Make Your Territory 
Yield a Return,” which contains some 
constructive advice executives might 
be able to use to encourage their men 
to do more reading of self-improve- 
ment and sales-improvement books. 

The book is easy to read, and con- 
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tains a number of case histories 
which have the ring of authenticity. 
The publisher describes Mr. Katz as 
a salesman of considerable experience 
in many European countries and in 
the United States. It also notes: “He 
has enjoyed continuous success even 
under the most adverse conditions.”’ 
Prentice-Hall, Inc., Englewood Cliffs, 
N. J. 232 pp. $4.95. R.B.R. 


AN INTRODUCTION TO AUTO- 
MATIC COMPUTERS. By Ned 
Chapin. The author wrote this book 
to help businessmen answer, “Can 
my company profitably use an auto- 
matic computer?” Few executives or 
systems and production men now are 
equipped to answer the query. As a 
result, automatic computers are being 
least used in the area where the 
author thinks they are most appli- 
ecable—the office. 

Mystery arising from ignorance 
inhibits businessmen from taking ad- 
vantage of automatic computers. Mr. 
Chapin explains that they were first 
conceived, designed, and developed to 
meet the information-handling needs 
of scientists and engineers. Though 
redesigned to meet information-han- 
dling needs of business management, 
the feeling still persists that only a 
scientist or engineer can use one. 

This well-written, well-organized 
book takes the mystery out of auto- 
matic computation. The author begins 
with precise definitions. (This re- 
viewer finally understood the differ- 
ence ’twixt “analog” and “digital.’’) 
On pages possessing a_ refreshing 
amount of air between lines of type, 
the author explains the advantages 
and limitations of the equipment. He 
explains functions and programing, 
and discusses comparative data, in- 
cluding costs on available models. 

Mr. Chapin, a systems analyst for 
Stanford Research Institute, mod- 
estly calls his book an introduction. 
But it is a thorough introduction. And 
its usefulness is far from transitory. 
With its extensive glossary, this work 
will have permanent value. D. Van 
Nostrand Co., 120 Alexander St., 
Princeton, N. J. 525 pp. $8.75. —C.F.J. 


PERSUASION FOR PROFIT. By 
Nicholas Samstag. Whatever the 
product or service to be sold to varied 
markets by your company may be, 
salesmanship and showmanship are 
involved in the persuasion (promo- 
tion) process. The “how to...” ques- 
tion is often a wide and difficult man- 
agement decision. 

A major point, often overlooked by 
many companies, is that selling is a 
matter of person-to-person communi- 
cations, whereas promotion is a mat- 
ter of group communications. And all 
things being equal in one given busi- 
ness or industrial group, what may 
be a successful persuasion approach 
for Company A will prove a dud for 
Company B. Followers seldom be- 
come leaders. Also, the honesty and 
simplicity promotion approach still 
excels all the vague promotion claims 
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made in the business and industrial 
world. 

Thoroughly covered in the book’s 
many interesting chapters are these 
subjects: Promotion opportunities 
and how to recognize them, the ele- 
ment of market research (with a 
word of warning on what people 
intend to buy and what they eventu- 
ally buy in any given year appears to 
be a horse of many colors), promotion 
instinct, creative process, and four 
theories of promotion. The latter 
deviates from cut-and-dried formulas, 
check points, and the like. 

Summed up, Author Samstag 
states: ‘“‘We must not promote know- 
ingly anything that does people harm. 
We must not misrepresent. Once we 
take on the responsibility to promote 
a product, we must give it the best 
that is in us.” University of Oklahoma 
Press, Norman, Okla. 208 pp. $3.75. 

W.G.S. 


INTERNATIONAL ECONOMICS. 
By Roy F. Harrod. Neophytes in the 
ever-expanding field of foreign trade, 
puzzled by the intricacies of foreign 
exchange and tariffs, will find the 
1958 revision of Harrod’s classic a 
useful guide for the perplexed. A 
new chapter on the IMF, IBRD, 
GATT, and EPU bring the book as 
nearly up to date as any book can be 
in the rapidly changing field of world 
trade. University of Chicago Press, 
Chicago, Ill. 186 pp. $2.25. L. L. L. 


OFFICE MANAGEMENT AND 
CONTROL. By George R. Terry, 
Ph.D. This is the third edition of an 
office management’ textbook first 
published in 1949. The subject mat- 
ter has been rearranged from earlier 
editions, and new material has been 
added to illustrate late developments 
and changes in the area of office 
management. 

The theme of the book is built 
around the concept that “office man- 
agement is a distinct activity, train- 
ing for which can be given and skill 
in which can be acquired.” The au- 
thor attempts to do those things 
through 38 functional chapters, each 
dealing with a separate office func- 
tion and covering the activities gen- 
erally regarded as necessary to per- 
forming the work of that function. 
At the ends of chapters are questions 
and hypothetical case studies aimed 
at testing the student’s understand- 
ing of the material presented. 

The new edition merely nods in 
the vital direction of automation and 
the office by including one new 
chapter, so-titled. Such sketchy 
treatment of automation may be 
considered a handicap; but, on the 
other hand, it can be defended on the 
ground that more space than the au- 
thor has at his disposal is needed for 
even reasonable coverage. 

With that possible exception, the 
new edition continues to be an ex- 
cellent and detailed textbook. The 
student of office management will 
find himself thoroughly exposed to 


the problems of planning and con- 
trolling work, planning office layouts, 
human relations in the office, and 
most of the other elements that play 
a large part in running an office suc- 
cessfully. Richard D. Irwin, Inc., 
Homewood, Ill. 769 pp. $8.35. c. M. w. 


HIGH-TALENT MANPOWER FOR 
SCIENCE AND INDUSTRY. By 
J. Douglas Brown and Frederick 
Harbison. Prime target for 1958 will 
be the development of high-talent 
manpower for science and industry 
in the United States, according to 
most authorities. The two essays 
contained in this volume develop the 
proposition that men of high talent 
—“‘seed-corn” human resources as 
the authors call them—are always 
the initiators of change and the 
agents of progress in advanced and 
underdeveloped countries alike. Em- 
phasis is placed heavily upon the 
fact that such ability cannot be mass 
produced but, rather, must be tailor- 
made. Roles of the corporation, the 
university, and the state in develop- 
ment of such talent are explored by 
the authors. Readers are brought up 
to date on the magnitude of the 
challenge that lies ahead; and it will 
be interesting to see what positive 
action we take, in view of the well- 
defined problem put before us in this 
text. Industrial Relations Section, 
P. O. Box 248, Princeton University, 
Princeton, N. J. 97 pp. $3.00. E. M. R. 


THE PUNCHED CARD ANNUAL 
OF MACHINE ACCOUNTING AND 
DATA PROCESSING. Vol. VI. 
Edited by D. A. Talucci. Formerly 
called “The Punched Card Annual,” 
this issue contains case histories of 
machine accounting and data-proc- 
essing applications; stories of man- 
agement’s use of such applications 
for planning and operating; a round- 
up of current computer equipment; 
a summary and chronology of ma- 
chine accounting and data process- 
ing; and a directory of associations 
and educational institutions. The 
Punched Card Annual, 956 Macca- 
bees Bldg., Detroit 2, Mich. 216 pp. 
$10.50. R. D. 


HOW TO MAKE MORE MONEY 
WITH YOUR DIRECT MAIL. Ed- 
ward N. Mayer, Jr. Good books on 
direct mail—complete in every de- 
tail—are few and far between. This 
one is firmly based on the diversified 
experience of Author Mayer, cover- 
ing more than 25 years in scope, 
from A (advantages) to Z (zone 
numbers). 

Written for the beginner as well 
as the “pro” in the field, there is a 
gold mine of information available 
between its pages. And regardless of 
whether the reader is employed by a 
service or business organization, he’ll 
find ample samples to make his 
direct mail more interesting and 
profitable. 

Six major sections include: What 
You Should Know at the Start; 
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What You Put Into Your Direct 
Mail; How Your Direct Mail Looks; 
Where Your Direct Mail Goes, and 
How; How to Get Better Results; 
and How to Save Money. These more 
than explain the fascinating field of 
direct mail. 

The last chapter, “How to Save 
Money,” includes a thorough check 
list of Thirty Economies in Direct 
Mail Production and Distribution. It 
offers many invaluable dollar-saving 
pointers to direct mail users—re- 
gardless of company size. Printers’ 
Ink Books, New London, Conn. 363 
pp. $6.00. W. G. S. 


Briefly Noted 


HOW TO READ AND UNDER- 
STAND FINANCIAL AND BUSI- 
NESS NEWS. Prepared by the Fi- 
nancial and Business News staff of 
the New York Times. This seventh 
and revised edition of a widely used 
book has value for a far wider seg- 
ment than investment specialists and 
investors. It will interest anybody 
who reads and uses financial and/or 
business news. This booklet explains 
how the stock market operates, in- 
dustrial reports, the money and 
credit market, commodities, and 
business and trade indices. A glos- 
sary of common financial and busi- 
ness terms has been wisely appended. 
The New York Times, Times Square, 
New York City. 122 pp. $1.00. 


A PUBLIC RELATIONS BIBLIO- 
GRAPHY and reference and film 
guide. By Prof. Scott M. Cutlip. This 
book has three parts: (1) A list of 
previously published bibliography in 
the PR and related fields, pertinent 
magazine and book indexes, and a 
roster of organizations of PR prac- 
titioners; (2) almost 3,600 entries of 
books and articles about PR, pub- 
lished since 1900; (3) a guide to se- 
lected films on PR practice. This 
book represents a _ tremendous 
amount of drudgery, accomplished 


with apparent thoroughness. The 
University of Wisconsin Press, Madi- 
son, Wis. 313 pp. $5.00. 


PROFITABLE EXPORT MARKET- 
ING. By Martin Maddan. This is a 
practical handbook for those actual- 
ly in the field; it is not academic in 
any sense. It tells the exporter what 
to look for and how to look for it. 
Author Maddan maintains the over- 
seas market is just as susceptible to 
measurement and reasoned planning 
as is the domestic market. 

The exporting operation is_ thor- 
oughly . discussed. In addition, it 
covers all types of market surveys, 
research techniques, sales agents, 
and getting the most out of overseas 
visits. 

Peter Vigart has supplied an Ap- 
pendix of World Information 
Sources, including official, semioffi- 
cial, and private sources. An invalu- 
able aid. 

Although a British book, intended 
to be an ABC of foreign marketing 
for British exporters, nearly all of 
its general principles are applicable 
anywhere in the world. Newman 
Neame Ltd., London; W. 8. Hein- 
man Imported Books, 400 E. 72nd 
St., New York 21, N. Y. 192 pp. $4.50. 
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SERVICES and SUPPLIES 


Mail Rack 


Clear your desk tor 

with this CURMANCO 
LETTER SORTER 
Saves time. . . Invites ac- 
tion... Clears your desk. 
Handles, Sorts, Classifies. 
Distributes work. Welded 
one piece. Olive Green, 
Brown, Gray. 


“Sze $7.50 ‘Sze' $9.50 
at stationer, or write for 
folder ef complete line. 
CURRIER MFG. CO., St. Paw! 8A, Minn. 











Manuscripts 


BOOK MANUSCRIPTS 


CONSIDERED 
by cooperative publisher who offers authors early 
publication, higher royalty, national distribution, 
and beautifully designed books. All  paneag wel 
comed. Write, or send your MS direct 
GREENWICH BOOK PUBLISHERS, Inc. 
Atten: MR. EBERLE 489 _ AVE. 
NEW YORK 17, N. 








Miscellaneous 





ATTENTION: EXECUTIVE IN CHARCE OF 
PAINT FINISHING DEPARTMENT 
Whether you spray or dip, air dry or bake, 
we sincerely believe that we might be able 
to save you a substantial sum of money in 

regard to your paint and labor costs. 
May our paint engineers look over your 
finishing operation? Absolutely no obliga- 
tion, of course. 
THE MONROE SANDER CORPORATION 
Manatacterers of SANCO industrial Finishes 
Leong Island City 1, N. Y. 





Investment 





THE TRUTH—If you are a $5,000-to-$20,000 
investor you should have our free folder 
“What Is a Royalty?” for information on a 
higher monthly income than is possible else- 
where. No stocks for sale. Address Operator 
AB, Room 1724, Cooper Bidg., Denver 2, 
Colorado. 





Business Booklets 


FILE THIS, PLEASE 


by Marjorie Payne 








Here is a popular booklet by an expert on 
filing which will help every officeworker 
—from the top man on down—to eliminate 
many costly delays and losses. It will make 
good filing a habit and save time and 
dollars. Order enough copies to put one on 
each desk in your office. The cost is 
nominal. 


QUANTITY PRICES 


Single copies... .40 cents cach 


12 to 99 copies. ...30 cents cach 
100 to 249 copies. ...26 cents each 


(Postage will be added) 


Order direct from publisher-— 


THE DARTNELL CORPORATION 


4660 Ravenswood Ave. 
Chicago 40, Ill. 














Creative Selling 


While it is true that some business indicators 
have turned downward, and there is much 
crabbing about the squeeze on profits, we be- 
lieve pessimism is being overdone. Those com- 
panies that have trained their salesmen to sell 
creatively, as Dartnell has urged business to do 
especially since 1955, are doing nicely in spite 
of the hard sell. Take the case of Jack Ames, a 
salesman for the Salem China Company. 
Pottery is regarded as a “depressed” industry. 
Ames is a creative salesman; that is to say he 
doesn’t sell china, but 7deas that sell china. Last 
vear, according to a press report, he sold 
100,000 sets of dinnerware to a manufacturer 
of automobile-oil filters by suggesting that a 
set of dishes for the wife be given with every 
purchase of a filter. One of the factors in the 
present business situation is the resourcefulness 
and drive of American salesmen. They thrive 
on competition. And even as their bosses are 
bemoaning their stock market “losses,” your 
creative salesmen are out finding new ways to 
make two orders grow where only one grew 
before. ‘ 


Self-lmposed Limitations 


Problem-solving is one of the most impor- 
tant and constant activities of a businessman’s 
life. And one of the most difficult. The men 
who do it best know that a problem doesn’t 
vield by being stared at—that one must turn 
it about and look at it this way and that. 

The standard psychological puzzler—the so- 
‘alled Gestalt-box test—demonstrates the dan- 
ger of rigor-mortis thinking. The box is a 
simple square drawn on paper with six dots 
inside. Instructions are to connect the six dots 
with three straight lines without lifting the 
pencil from the paper. The puzzle seems im- 
possible of solution, until one realizes that 
there have been no instructions to the effect 
that the lines must stay within the box. 

Shaking self-imposed limitations out of one’s 
mind makes some problems a lot less knotty 
some simply disappear! 
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Too Restricted Use 


The New York Times’ letters-to-the-editor 
column usually contains a heavy percentage of 
communications that deal with global or “so- 
cially significant” problems. Not long ago, 
however, it held a letter describing the proper 
use of mechanized data-processing equipment. 

In response to a local controversy involving 
municipal use of such equipment, John Die- 
bold, the management consultant, wrote: “It 
has been our experience in helping both busi- 
ness and governments to study and _ install 
computers that the much-touted ability of these 
machines to replace clerical employees is their 
least important benefit. It has, in) many 
instances, been an ephemeral saving. The cost 
of rental is but one part of the total cost. There 
are related costs, and these have all too often 
been underestimated. Add the costs of physical 
installation, of converting to the new method, 
of training and paying the staff to run it, and 
of the auxiliary equipment needed, and the sav- 
ings begin to dwindle.” 

Is Mr. Diebold arguing against the use of 
such equipment’ Hardly! He is arguing 
against its restricted use, as he explains: 

“The most important use of (electronic) 
computers, that which can save millions, is for 
better management and fiscal control of an 
organization’s business. A computer like the 
IBM 705 can digest enormous amounts of 
information quickly. 

“It can translate this information into an 
analysis of how effectively and economically 
resources are being used. It can point to sav- 
ings by simulating the conditions under which 
proposed management improvements will op- 
erate and by testing them.” 

Full exploitation of these wondrous ma- 
chines has been inhibited by awe of their com- 
plexity and the assumption that only huge 
companies can use them. Neither is a valid 
barrier. Item: Four smaller Hartford insur- 
ance companies recently pooled their resources 
to form a joint EDP center, thereby obtaining 
facilities that none could feasibly operate or 
fully exploit individually. 
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SIMPLE OPERATION of these Nationals speeds work and improves employee morale. 


INCREASED ACCURACY and more efficient accounting are valuable features of this National 


Accounting Machine. 


“Our Walional System 
saves us *10,680 a year... 


JOHN J. SINDER, Controller of the Electro Motive 
Mfg. Co., Inc. 


pays for itself every 14 months!”’—ktectro Motive Mig. Co.. Inc. 


Willimantic, Connecticut 


‘‘Business expansion creates ac- 
counting problems, but we were able 
to solve ours with the installation of 
a National System,” writes John J. 
Sinder, Controller of the Electro 
Motive Mfg. Co., Inc. “The replace- 
ment of costly manual bookkeeping 
with automatic Nationals has re- 
sulted in fewer errors and misun- 
derstandings, thereby increasing 
savings for us! 

“We use Nationals primarily for 
Payroll accounting. These machines 
are responsible for substantial reduc- 
tions in bookkeeping costs and sup- 
ply us with a clear financial picture 


of our operation. The National Sys- 
tem was easy to introduce to our 
employees, and we feel that its ease 
of operation was a prime factor in 
maintaining good employee morale. 

“In terms of overall savings and 
control, our National System saves 
us $10,680 a year, pays for itself 
every 14 months.” 


/ 
/ 


lecaghar> 


Controller of the 
Electro Motive Mfg. Co., Inc. 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


989 OFFICES IN 94 COUNTRIES 


Your company, too, can benefit from 
the time- and money-saving features of 
a National System. Nationals pay for 
themselves quickly through savings, 
then continue to return a regular profit 
to you. For complete information, call 
your nearby National representative 
today. You'll find him listed in 


the yellow pages of your 7-% 
phone book. 


*TRADE MARK REG. U.S. PAT. OFF. 


Wational 
ACCOUNTING MACHINES. 


ADDING MACHINES + CASH REGISTERS 
nce paper (No Carson Reauinen) 





HOW A MOVIE SMOOTHES 
THE WAY 
FOR MICROMATIC HONE 


Startling and dramatic are the advantages of the new Microhoning 
process that generates true functional surfaces on metal parts. 
Because it works to microscopic levels of preciseness—often inside 
cylinders, bearings, gears, etc.—these advantages are difficult to 
demonstrate, even more difficult to explain. 


Even trained engineering eyes can’t see what's happening when 
the machine’s in motion. Static charts don’t tell the whole story 


either. But a Jam Handy movie does! Tracing the action, studying 
sound, sight and motion, it explains creatively and completely— 
in just thirty minutes. 





The road to success is always smoother when paved with facts. The 
Jam Handy Organization makes it easy for you to present facts with 
convincing clarity. One-Stop Service saves you time and money. 
Take advantage of this service the next time you face the public. 


Ze JAM HANDY Onyengation 


TRAINING ASSISTANCE ¢ MOTION PICTURES ¢ SLIDEFILMS ¢ DRAMATIZATIONS e VISUALIZATIONS e¢ PRESENTATIONS 


TRinity 5-2450 
DETROIT 


NUdson 2-4060 
NEW YORK 


Hollywood 3-2321 


CALL HOLLYWOOD 


STate 2-6757 
CHICAGO 


ZEnith 0143 
PITTSBURGH 


ENterprise 6289 
DAYTON 





